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THE POLICY COMMITTEE'S STATEMENT 


In undertaking this project the National 
Planning Association is not attempting to assess or describe how 
U.S. business enterprises generally operate abroad. Rather we 
are concerned with an objective study of some selected cases in 
which U.S. business management has, in pursuance of normal 
and profitable operations abroad, taken positive steps toward 
raising living standards and helping to integrate into countries 
less developed than the United States the foundations of a more 
mature economy. We are attempting only to sketch out those 
aspects of typical managerial efforts that contribute to the gen¬ 
eral economic and social progress of a host country. In confin¬ 
ing ourselves to this facet of the problem of United States private 
enterprise abroad, we are not deprecating or belittling the other 
side of the coin, nor are we trying to write the “success” stories 
of nonprofit operations. 

Underlying this project are the following assumptions con¬ 
cerning the relationships between U.S. private enterprise and 
the interests of the countries in which this private enterprise is 
operated: 

First Assumption 

We assume that certain, though not all, U.S. private en¬ 
terprises operating in foreign countries have made con¬ 
tributions to the welfare of those countries and that 
these contributions have resulted from the foresight of 
management. We are convinced, therefore, that well- 
operated and profitable businesses abroad can establish 
patterns of behavior that contribute materially to the 
welfare of the countries involved without unduly dis¬ 
turbing native cultures, living patterns, and ideologies. 

Second Assumption 

Properly managed private enterprise abroad contrib¬ 
utes to its market and economic area an organizational 
pattern, within which new enterprises are developed 
by people native to the host country. This chain reac¬ 
tion helps to create a manageable, more productive 

vH 






economy. In other words, well-run U.S. enterprise 
abroad not only can be self-sustaining, but also can 
give birth to or stimulate the development of corollary 
enterprises as a result of the private enterprise pattern 
taking hold. 

Third Assumption 

A basically private enterprise economy in less developed 
countries, of which well-managed U.S. private enter¬ 
prises can well be a part, provides strong insulation 
against Communism and political instability. There¬ 
fore, it is to the national interest of the United States 
to have “policies” that promote enlightened and well- 
managed U.S. enterprises abroad. Conversely, it is in 
the best interests of all parties concerned that the 
United States Government use its influence to promote 
cooperation between U.S. private enterprises abroad 
and the countries in which they operate. 

Fourth Assumption 

The soundest way of assuring continued access in the 
less developed countries to those vital raw materials 
which the United States needs is to take cooperative 
measures to help those countries improve their stand¬ 
ards of living and strengthen their economies. One of 
the most practical ways of doing this is to provide en¬ 
couragement to U.S. private enterprises to help these 
countries develop their resources insofar as they want 
the assistance of U.S. management organization, pri¬ 
vate capital, knowledge, experience, and technical skill. 

Fifth Assumption 

In the long run, the “success” of an enterprise abroad 
must be judged in the light of its relations to the host 
country. The ultimate success and permanence of the 
enterprise must necessarily be related to the importance 
of its contributions insofar as the host country is con¬ 
cerned, since enterprises typical of those we are study¬ 
ing do not exploit host countries, but create wealth 
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which is shared by their citizens. If U.S. private enter¬ 
prises abroad are managed in such a way that the host 
countries are convinced they are also promoting their 
economic and social development, then it is most likely 
that they will receive the cooperation essential to long- 
run survival. 

Since the above assumptions are general considerations, it is 
unlikely that any specific Case Study will bear directly on all these 
points. All Case Studies, however, will be measured against the 
fifth basic assumption. Our inquiry, therefore, is an area that 
until now has been almost wholly neglected. 

The files, information, and services of our governmental de¬ 
partments, numerous agencies and special commissions, the Ex¬ 
port-Import Bank and the International Bank for Reconstruc¬ 
tion and Development are replete with current and historical in¬ 
formation helpful to the businessman contemplating operations 
in foreign lands. In addition there are many private agencies— 
particularly commercial and investment banks maintaining 
foreign departments—engaged in counseling on legal, financial, 
trade, transportation, and local political conditions throughout 
the world. Our Case Studies will not aid the student or business¬ 
man seeking out specific answers to questions in the legal, finan¬ 
cial, political, and related subjects. We are under no illusions 
as to the many difficulties that beset management in initiating 
and maintaining operations abroad. 

We do not assume that U. S. enterprises will go abroad unless 
they believe they can return a satisfactory profit on the capital 
placed at risk, although collateral considerations may be involved. 
In pursuing profits, however, the “successful” enterprise finds it 
pays dividends to strive consciously to contribute to the social 
and economic life of a host country. For this reason, there should 
be no misunderstanding of what we are studying. We are not 
delving into the business transactions of any company under 
study except as they may relate to these contributions in our 
area of inquiry. 

We frequently hear these days of the unsettled conditions 
abroad, that little or no basis exists for private investments in 
foreign countries, and particularly that the world is hostile to 





U.S. capital and our production methods (though not to our 
achievement!). This may be true among certain segments of the 
world’s population, but an increasing number of foreign govern¬ 
mental and private leaders are consciously trying to create and 
maintain an economic climate favorable to such ends. Most of 
the world is short of capital and very short of dollars—yet at 
present it is only from the United States that they may obtain 
both to a degree necessary to their continued growth. 

Capital that goes abroad without management—as much of it 
did in the early twenties—often constitutes a poor risk. That 
which goes abroad under American management—through 
U.S. business firms establishing branches or subsidiaries—usually 
shows better results both from a profit standpoint and in terms 
of economic and social contributions to the host countries. Gov¬ 
ernmental guarantees by this country are not nearly as effective 
in safeguarding such investments as the enlightened attitudes of 
the U.S. businessmen who manage the investments. This coun¬ 
try has much to offer the world in business organization, technical 
know-how, and creative capital. The building of economic units 
in foreign countries that are not only profitably managed but 
also provide a positive economic and social contribution to their 
host countries are the surest guarantees that such capital will 
not be subject to abnormal risks. 

The rapid expansion of industrial capacity here and abroad 
has enormously increased the need for raw materials throughout 
the world. On this basis alone, it is in our self interest to en¬ 
courage private capital to seek profitable opportunities in under¬ 
developed areas. And in so doing, we can demonstrate that 
we are creating new outlets for electric power, transportation and 
port facilities, increased industrialization, greater demand for 
U.S. capital goods, and contributing to the increase in interna¬ 
tional trade in general. However, unless we can come to a more 
realistic “import” policy, the export of U.S. capital will shrink 
and with it will go one of the principal ways to meet the present 
critical “dollar gap.” This dollar shortage abroad is already 
seriously threatening our nondefense export trade. 

Because we live in a world of state trading, exchange controls, 
export subsidies, import quotas, and intensified nationalistic 
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aspirations there is special need for correlating private and gov¬ 
ernmental action in the exportation of U.S. capital. Everyone, 
including the taxpayer, benefits when governmental action con¬ 
structively complements the flow of private capital abroad; when 
such action anticipates and helps create the appropriate climate, 
and when it fosters the long-range development of economic and 
trade relations of this and responding host countries. 

The fact that we are only studying successful companies cer¬ 
tainly implies that they have been profitable to their stock¬ 
holders, and therefore we will not concern ourselves directly with 
this facet of their success. Our concern is rather how these 
selected though typical companies have earned the title “success¬ 
ful” insofar as they have benefited the host countries. For con¬ 
venience, we may outline these principal possible benefits in the 
order of greatest ease in ascertaining their existence: 

I. Contribution to the basic economy 

A. Additional resources (land, minerals, etc.) brought into 
use for the country. 

B. Transportation, energy, communications which are built, 
fostered, subsidized, or otherwise created by the com¬ 
pany or by virtue of its operations and available to the 
use of the country in whole or in part. 

C. Products of the company consumed or used in the host 
country. 

D. Related industries developed with company assistance 
or which are attributable to the company’s operations. 

E. Service industries and trades dependent on and arising 
because of the operations of the company and the addi¬ 
tional purchasing power of the labor force. 

II. Contributions to living standards 

A. Improvement in wages, hours of work, and employment 
conditions. 

B. Better housing. 

C. Improved health and sanitation. 

D. Greater opportunities for education and recreation. 

E. Higher levels of nutrition. 






III. Institutional benefits 

A. Formation of and use of local capital. 

B. Improvement in skills. 

C. Changes in patterns of doing business. 

D. Tax, social, and other legislation encouraged or fostered. 

E. Changes in public administration. 

F. Greater civic responsibility. 

IV. Cultural 

A. Are the company operations as a whole tending to in¬ 
crease the middle class? 

B. Is initiative passing to more responsible groups? 

C. Are class conflicts decreasing? 

D. Is there greater respect for human rights? 

Unfortunately many of these broad areas of benefits cannot 
be measured or even detected except over a considerable period 
of time. They will be present or absent in varying degree ac¬ 
cording to the type, size, and purpose of the capital investment 
and the stage of the country’s development at the time the initial 
investment was made. Certainly the cultural benefits will emerge 
gradually and probably only will be measurable by the influence 
of the total impact of all managed capital—foreign and local— 
rather than any one part of it. 

In addition to these external factual areas, we are vitally 
interested in studying the relationships and attitudes that have 
made these practices successful: 

How has the company met the obstacles which it has en¬ 
countered? 

To what extent has the company introduced U.S. managerial 
skills and methods cut to fit the operating picture abroad l 

How has the company sought and obtained the cooperation of 
employees, government officials, and community; and have 
the views of these people changed markedly since the com¬ 
pany first started operations? 

Has the company sought to identify itself with the community 
as a friendly institution? 

Has it sought to train native labor for the higher skills^ for 
supervisory and executive positions, and have such efforts 






resulted in higher productivity, greater responsibility, and 
understanding on the part of labor? 

Have the company’s practices in investing capital and secur¬ 
ing return of profits been made progressively easier? 

Has the company brought know-how, technical assistance, 
and business management that could not have been provided 
at all—or as effectively—by government programs? 

Above all, we shall be describing U.S. business management 
attitudes toward its job of conducting successful operations 
abroad, its flexibility and patience in meeting the great obstacles 
that are presented in so many fresh and challenging ways. Let 
no one be deceived by these Studies into believing that the way 
of business management abroad is all romance, huge profits, and 
success, purchaseable in the market place. The rewards are ade¬ 
quate, the work is hard but interesting, and, as at home, the re¬ 
sults are created, not bought. 





INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT 

WASHINGTON 25, D. C. 


OFFICE OF THE PRESIDENT 


February 2, 1953 


Dear Mr. Symington: 

Thank you very much for sending me a copy 
of the study of Sears Roebuck in Mexico. I have 
read it with great interest. 

The Bank is always sympathetic towards any ini¬ 
tiative that may help to stimulate the flow of 
private venture capital across international 
frontiers. 

A series of Case Studies, such as NPA is plan¬ 
ning to prepare, should provide valuable evidence 
of how this can occur, to the mutual advantage of 
the American investor on the one hand and the people 
of the countries concerned, on the other. 


Sincerely yours 



Eugene R. Black 


Mr. C. J. Symington 
Chairman 

Policy Committee for NPA Case Studies 
National Planning Association 
230 Park Avenue 
New York 17, New York 
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SECRETARIO DE HACIENDA Y CREDITO PUBLICO 
MEXICO. 


March 30, 1953. 

Mr. C. J. Symington 
Chairman 

Policy Planning for NPA Case Studies 
National Planning Association 
230 Park Avenue 
NEW YORK 17, NEW YORK. 

Dear Mr. Symington: 

I have read with interest the Case Study on 
Sears, Roebuck de Mexico, S.A., which has been 
prepared by the National Planning Association, and 
in response to your request I am happy to explain 
my own viewpoint about the function of private 
capital investment in the economic development of 
my country. 

I believe I can best do so by quoting a 
short extract from a speech which I made on Sep¬ 
tember 24, 1952, at San Francisco, California, 
before the Advisory Board for International 
Development. 

".we are convinced that in the areas 

not fully developed of the world, the in¬ 
ternal savings are not enough to cope with 
the many necessities of investment. For 
the same reason, foreign investments, both 
direct and indirect, when they are well di¬ 
rected, may play and do play an important 
part in the economic development. With 
them, the countries that reached the indus¬ 
trial revolution late, might find them¬ 
selves better endowed to create the capital 
structure for turning more productive the 
human labor and to raise the people's liv¬ 
ing standard. It is also true that without 
those investments this task can be real¬ 
ized, but in a slower way, or, if through 
an explainable anxiety the process is ac¬ 
celerated over the savings, then there will 
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be inflationist pressures that will damage 
the poorest. For these basic considera¬ 
tions, we are convinced that capital 
willing to collaborate in this work should 
be welcomed, allowing them a chance to 
reasonable profits if they fulfill an un¬ 
avoidable condition: they must accept to 
subordinate themselves entirely and in good 
faith to the laws and to the Government 
institutions of the countries that receive 
them". 


Sincerely yours. 



Antonio Carrillo Flores 


ACF/gmc 
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PREAMBLE 

TO 

SEARS, ROEBUCK DE MEXICO, S.A. 


We are fortunate on two counts that our 
first Case Study in this series is Sears, Roebuck de Mexico, S. A. 

In the first place, too little attention is being paid to the role 
of distribution in an economy emerging from agrarianism. Many 
of our older economies are still unable to reap the full benefits 
of industrialization because of the restrictive practices among 
distributors based on a handicraft stage of development. Mod¬ 
ernization of distribution, broadening of consumer demand, the 
passing on of benefits from mass production, are as essential to 
expansion and sound industrial growth as the extraction of 
mineral wealth, manufacturing and agriculture, power and trans¬ 
portation. In this connection our Study is of particular interest 
as it clearly demonstrates the direct influence of the distribution 
process in fostering or creating production which is entirely local 
in character. 

Secondly, during the second World War Mexico saw the desir¬ 
ability of having U. S. private enterprise aid in her stepped-up 
industrialization plans. In consequence, Mexico and our Gov¬ 
ernment created the “Mexican-American Commission for Eco¬ 
nomic Cooperation” in 1943. The deliberations and machinery 
brought into being by this Commission can serve well as guide- 
posts for the kind of governmental efforts that can encourage 
U.S. private capital to seek employment in other lands. 

In undertaking the study of Sears, Roebuck & Company’s 
operations in Mexico we had the wholehearted support of the top 
management of the parent concern. They, too, were interested 
in knowing “how they were doing” in Mexico. Of course, they 
had detailed records and their profit figures to the last penny— 
but they could only make guesses as to whether they were getting 
across in Mexico in other ways. In a sense we were engaged on 
a joint search. There were no strings attached as to our findings 
or the conclusions that might be logically inferred from them. 
Quite understandably, there were some areas of inquiry where 
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Sears, Roebuck & Company did not feel justified in disclosing 
information on the grounds that certain business relationships 
or contemplated future business moves could be seriously com¬ 
promised through premature disclosure or discussion. We can 
respect this reticence without injury to our study or conclusions. 

Since Sears, Roebuck opened its first store in Mexico in 1947, 
we have but six short years to cover in our study. They have 
expanded their operations very fast and have met with some 
very sticky problems—not the least of which confronted them 
before they had barely opened their first store in 1947. We can 
assume that Sears must have decided on the Mexican venture 
sometime in 1945 or 1946. At that time the peso was 4.86 to the 
U.S. dollar, dollar holdings of the Bank of Mexico were very 
high, Mexico was the third largest customer for U. S. goods, and 
import duties on consumer goods were generally quite low. One 
can safely hazard the guess that Sears, Roebuck’s decision at 
that time was based on first gaining a foothold in the retail busi¬ 
ness of Mexico by importing goods made in the U. S. for sale 
and fostering an expanded mail order business to be handled out 
of the Dallas, Texas branch. The stimulation of Mexican 
sources for articles designed by Sears was to follow as soon as 
Sears had plenty of Mexican experiences behind it. By 1946, 
Mexico was moving under boom building conditions, and expand¬ 
ing markets were there for many of the lines of merchandise 
which Sears, Roebuck was amply qualified to supply. Well, 
what happened? 

Starting in July of 1947, the peso dropped fairly rapidly in two 
years to 8.65 to the U.S. dollar, and embargoes were placed on 
a whole range of consumer imports until import duties could be 
sufficiently hiked to stem the flow. In less than a year after open¬ 
ing its first store the company had to face a drastic change in the 
economic situation. How it met that challenge is one of the most 
exciting of many situations that compound to make Sears, Roe¬ 
buck de Mexico a “success” story. 

Many would contend that in an undeveloped economy the 
contribution of a distributive organization is of little importance 
compared to those that generate savings and investment. The 
Sears story in Mexico offers some serious arguments against this 
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viewpoint despite its brief history. There is much evidence that 
in its short span of time in Mexico Sears has directly and in¬ 
directly made an amazing contribution to economic development 
by the fostering, financing and even creation of local sources of 
Sears-designed merchandise. These guided and developed sources 
are encouraged, even goaded, by Sears into seeking other cus¬ 
tomers than Sears alone. 

One could also argue that this study gives little evidence as 
to the cultural impact Sears has had in Mexico. However, in 
Mexico the whole tempo of quickened industrialization is operat¬ 
ing so generally on the whole cultural pattern and to such a rapid 
extent that no one situation could claim the least credit for any 
specific contribution. Sears certainly is in the positive current 
affecting the changing cultural stream—particularly in the physi¬ 
cal and personal environment of the Mexicans as individuals. 

Our story, then, of Sears in Mexico is essentially one of man¬ 
aged capital abroad—a story of how one U. S. business enter¬ 
prise is contributing to another country’s productive growth and 
at the same time bringing some of the best in U.S. competitive 
merchandising practices to a budding industrial environment. 

Our thanks for the story of this on-the-spot survey of Sears, 
Roebuck de Mexico, S. A. go to the authors—Richardson Wood, 
specialist in regional development, and Virginia Keyser, asso¬ 
ciate in Richardson Wood and Company. 



April 1953 


Eugene W. Burgess 
Director of Research 
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SEARS, ROEBUCK DE MEXICO , S.A. 

by 

Richardson Wood and Virginia Keyser 



The Case Study in Capsule 


On FEBRUARY 27,1947, Sears, Roebuck de Mexico, S. A., opened 
the doors of its first store. Six years later Sears was operating seven 
stores in Mexico. Its gross sales had passed $15 million a year, making 
Sears one of the largest retail merchants in Mexico and one of the 
dozen largest private corporations in the country—in gross business, 
in net profits, and in taxes paid. 

Sears was buying 80 percent of all its merchandise from 1,295 
Mexican suppliers. It had helped many of these manufacturers to 
expand or diversify their lines, others to pioneer on new products. 
Through financial and technical assistance given to hundreds of these 
manufacturers, it had played a direct and active role in accelerating 
the general industrial development of the country. 

Sears had won acceptance for a number of merchandising practices 
which were new to Mexico and beneficial to the customer. It had 
brought lower prices generally for many types of merchandise regularly 
bought by a substantial proportion of the Mexican people, and had 
increased the quality and range of the products Mexicans are accus¬ 
tomed to buy; and it had begun to stimulate an interest in some new 
and different types of products. Sears introduced display advertising 
in newspapers—a boon to the free press—and good window displays— 
lighted at night—as well as many other modern retailing practices 
which have gained wide acceptance among Mexicans. 

In brief, here is a quick look at the seven stores of Sears, Roebuck 
de Mexico which are now in operation. 

1. Mexico City —First and biggest store opened in February 1947. 

... In the capital of Mexico. . . . Population, about 3,000,000 
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and scene of steadily expanding industry. Parent office of Sears 
in Mexico located here; also the warehouse carries a pool of stock 
for all stores and assembles and services many items sold by all 
Sears stores in Mexico. 

2. Guadalajara —A state capital, 380 miles morthwest of Mexico City. 
. . . Population 337,000, and Mexico’s fastest growing city. . . . 
Center of a rich agricultural area, but has plants producing tex¬ 
tiles, ceramics, soap, oil. The store, excellently located on a 
main intersection, was established in September 1949. 

3. Monterrey —State capital, sometimes called the “Pittsburgh of 
Mexico,” the industrial center of northern Mexico, 600 miles 
north of Mexico City, with population of 339,000. . . . Industries 
are iron and steel, brewing, food processing, plastics, and trucks. 
Sears set up in December 1948, though site of store was not all 
that could be desired. 

4. Tampico —State capital, 300 miles northwest of Mexico City. . . . 
Population 150,000, site of main refinery of Pemex and a cotton 
distribution center. . . . Main competition to Sears store, set up 
in September 1951, is small shops. 

5. San Luis Potosi —State capital, 400 miles north of Mexico City, 
a metallurgical center. . . . Population 127,000. . . . Sears opened 
in April 1951, at an excellent location. 

6. Merida —State capital, 800 miles due east of Mexico City, inac¬ 
cessible by automobile or train, only possible to make shipments 
by air or sea. ... A one-industry town—sisal—with population 
of 150,000. . . . Competition from small shops only. Was opened 
in December 1950 and enlarged in November 1951. . . . Good 
location. 

7. Puebla —Opened in October 1952. . . . Eighty miles southeast 
of Mexico City, this state capital is headquarters of the country’s 
extensive textile industry. Competition will be from small shops 
mainly; site and building are good. 

That is the skeleton. Now it is possible to fill out the picture, to 
move on to our main concern—the effect of the Sears operation on 
Mexico and the Mexicans. 

This is not an account of the effect of the Sears Mexican operation 
on U. S. owners of the company’s common stock. That effect, although 
very small in relation to all Scars business, may be taken as satis¬ 
factory enough to cause no qualms about the continuance of the 
operation. Our primary quest throughout this investigation has been: 

What contributions has Sears made to the Mexican way of lifef 
To appreciate the answers to this question, the reader should con¬ 
sider for a while the Mexican way of life, at least as it shapes business 
practice. 
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The Setting: Mexico 


SUPPOSE FOR a MOMENT that you are a U. S. businessman 
who has an idea that Mexico offers a fertile field for expansion of your 
retail operations. You, naturally, go down to look the situation over 
\ery carefully. You want to know what kind of competition you will 
face, what your customers are likely to buy and how many can afford 
to buy the kind of goods you want to sell, what you can profitably 
import for sale, what personnel problems you will have in staffing 
your operations, what is the long-range opinion on internal stability 
and continuance of peso convertibility, and—importantly—what kind 
of attitudes you may expect to find among potential customers, your 
competitors, and the government. 

Let us trace the steps and reactions of an American in Mexico who 
is looking into just such questions. 

SCENE I—MEXICAN MERCHANTS 

To OUR BUSINESSMAN FROM THE UNITED STATES, 
looking around in search of business opportunities, the first view of 
the Mexican way of business life—seen in its most concentrated form 
in Mexico City—is overwhelming. As his taxi stops, to his great relief, 
at one of the rare traffic lights, he notices a hand thrust in the window 
and realizes that he is being asked to buy a lottery ticket. He waves 
the vendor off, as he will wave off dozens of the vendor’s colleagues 
in the coming days. When his taxi draws up to the quiet little hotel, 
chosen for its authentic local atmosphere, that atmosphere first makes' 
itself apparent in a small crowd of itinerant souvenir vendors grouped 
around the doorway. Inside the hotel he passes permanent stands for 
the sale of souvenirs. 

Later, emerging from his hotel, our U. S. businessman goes for a 
get-acquainted stroll through the business district. He can tell that 
he is nearing its center by the increasing density of the vendors 
between him and the curb and by the increasing density of the articles 
hung up for sale on the walls and pillars of the buildings that front 
the sidewalk. There are a dozen or more wandering sidewalk vendors 
to the short block, selling combs, belts, sun glasses, wrought-iron 
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trivets for kettles, potted plants, wrist watches, and, of course, lottery 
tickets. Along the walls and pillars, which serve as temporary display 
racks, are hung straw hats, saddlery, pots and pans, baskets, rope, 
tooled leather briefcases, and other items of common use. Each section 
of wall space holds the “store” of some vendor. Between these wall 
stores are hole-in-the-wall stores offering piece goods, motorcycles, 
Louis Seize furniture, and chandeliers—seemingly the most popular 
of all home furnishing items in Mexico. 

In this proliferation of merchandising life, several larger stores 
attract the traveler’s attention. Many of them have French-sounding 
names—Francia Maritima, Casa Armand, Parisina—and all have a 
French air. Pushing through the crowd in the doorway of one of the 
largest of these, our businessman sees a scries of scalloped balconies, 
rising like rows of opera boxes to a magnificent stained glass roof five 
stories up, and notes at one end of the huge salon an elegant open-cage 
elevator rising in an openwork shaft. He can easily imagine himself 
in a Parisian department store of the Edwardian era. That is just 
about where he is. Many of these are the “French stores,” established 
and owned for the most part by French families, and for many years 
the pinnacle of Mexican merchandising. 

Returning to his hotel, our businessman reflects that for all the 
profusion of merchandise he has seen, and despite the bustle of 
thousands of potential buyers, he saw very few transactions taking 
place. Not even in the few shops sheathed in glass and plastic and 
well lighted in the modern manner did he see many bundles being 
wrapped. He goes to his long and excellent dinner at a fashionably 
late hour wondering about the productive machine that can offer such 
a variety of goods in such a variety of ways—wondering, too, about a 
public that seems to pick these goods up so slowly. 

SCENE II—MEXICAN HOUSES 

On the advice of friends, our business pros¬ 
pector next morning takes a bus marked “Lomas-Chapultepec,” 
and is off for a brisk ride along a broad boulevard, followed by a 
steady climb of two or three miles. Around his point of departure he 
notices half a dozen or more skyscrapers in process of construction or 
just completed. They are more modern in design than anything he has 
seen, except perhaps the United Nations building and the new Lever 
House in New York, but their colors and patterns give them a far 
more exuberant appearance than either of those. On nearly every 
block, some building is either being torn down or put up. 
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As lie leaves town, he passes many large mansions in the French 
and Spanish styles. Some have been converted to specialty shops or 
offices, or to apartments, some still are occupied as single residences. 
Between them and down the side streets he sees many new apartment 
buildings, most of them four stories in height, a few taller. 

llie bus starts to climb and the continuous street front gives way 
to individual houses, each on its own small lot. As to architectural 
styles, the modern or international predominates, followed by colonial 
Spanish with its terra cotta tiles and ornamental stonework and iron¬ 
work, and a sample here and there of every other style, including 
half-timbered Tudor. Even among the modern houses, no two are 
alike. The traveler observes with surprise that this type of architecture 
which he had come to believe was threadbare by definition—a sort of 
Johnny-one-note in the “frozen music" of architecture—has been 
turned by Mexican hands into something as rich and intricate as a 
Baroque church or a Mayan temple. The effect is achieved with the 
various textures of brick, volcanic stone, stucco, and concrete; with 
the use of brilliantly colored plaster surfaces; with the intersection 
of curves and straight lines; and with these variations extended by 
adaptation to hillside sites. 

The bus reaches the end of its run near the hilltop. Here, at the 
present limit of the residential district, building is going forward on 
all sides. Some of the new houses are mansions in the grand manner 
of the Bois de Boulogne. Some are miracles of modernistic ingenuity, 
complete with tiled pools. But by no means are all of these houses 
palaces of the rich. There could not be that many rich people. Coast¬ 
ing back down the hill past the thousands of new large and small 
homes, the traveler estimates that what he has been looking at is the 
equivalent of Pelham, Bronxville, Winnetka, and Shaker Heights, 
with houses comparable to U. S. houses selling at $15,000 to $50,000 
each. But he sees nothing that resembles Levittown—nor would he 
see such a place no matter what bus he took. 

The bus trip has suggested an answer to one of the questions that 
puzzled our businessman on his tour of the shopping district. Mexicans 
have strong individual tastes. Hence, they want a large variety of 
goods to pick from, and they want to take their time while they are 
doing the picking, so that their choice will reflect an individual deci¬ 
sion. This national habit, however admirable, he reflects, must make 
life difficult for the merchant and unusually so for the manufacturer. 
Just how difficult it is for the manufacturer he is soon to see, for an 
old Mexican friend is to take him on a tour of factories. 
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SCENE III—MEXICAN FACTORIES 

There are steel mills and metal working 
shops in Monterrey, the “Pittsburgh of Mexico”; big textile mills at 
Puebla and Guadalajara; refineries at Tampico; shipyards at Vera¬ 
cruz; and small woodworking and handicraft shops in almost every 
town. But the great part of the manufacturing of consumer goods 
in Mexico is to be found in Mexico City itself and in territory adjoin¬ 
ing it and the Federal District of which it is the center. So the traveler 
can examine a reasonably fair sample of Mexican industry in the 
course of two or three days. 

A furniture “factory” will probably be found in an old house. One 
room is entered through a door on the street. To reach another room, 
he must go back to the street and in another door. A third room is on 
the second floor between a bedroom and a kitchen, both occupied. 

In another furniture factory, every operation except the original 
cutting of large pieces is done by hand: dovetails are cut by hand; 
many surfaces are hand carved, with a boy apprentice watching each 
carver; even the surface of a table is planed by hand. 

In a garment shop, a section of a private house, half a dozen women 
are making children’s dresses on their sewing machines and hanging 
them on racks. 

Our businessman visits a shoe factory, and finds several cobblers 
working at low benches. Here more than half the work is taken home 
to be done in the family circle. 

In many shops the boss is absent, and may be gone for several days 
at a time. Often the shop’s boss has several other interests. He looks 
out for the buying and selling, but does not keep an eye on production. 
That seems to be the workers’ job. 

After a dozen such visits our businessman recognizes the justice 
of a comment by his friend: 

The Mexican economy, in consumer goods at least, is just one step 
from custom handicraft. It’s still common for a customer to call on a 
craftsman with a clipping from a magazine in one hand and a piece 
of material in the other and say, “Please make me this out of this.” 
Many families still hire seamstresses full time or part time to make 
their clothes and draperies, and some of the old Spanish families 
still keep a carpenter full time on their domestic payroll. 

His visits at the other end of the industrial scale, however great 
the contrasts, show the same forces at work. Half an hour’s drive 
from the city limits stands the new General Electric plant, employing 
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nearly 800 people of whom only six are Americans, and giving the 
surface impression that it is the perfect model of a modern plant. 
And it is as modern as the market will let it be. All G. E. products 
turned out by this plant have been redesigned, although the casual 
observer might miss the differences. Some of the differences arc to 
make the product more saleable in Mexico. Most of the differences 
are to adapt the product to manufacture on multipurpose machines. 
This one G. E. plant turns out a dozen product lines: a few for 
industry, like transformers; most for consumers, like radios, refrig¬ 
erators, irons, and television sets, which they assemble, using imported 
parts and Mexican cabinets. Each of the dozen products turned out 
in this one plant has a separate plant setup in the United States 
I he nearby Kelvinator plant, controlled by Mexican capital, works 
under similar limitations. Doors for their refrigerators require a 
stamping press of a size and capacity too great for their Mexican 
operations. So unfinished steel refrigerator doors are shipped in from 
Detroit and piled roof high. The stamping and cutting of the rest of 
the box is done on a press set up with several dies, which require 
operations by two crews. This is a far cry from recommended Detroit 
production practice, but it is a way of getting the most out of an 
expensive machine in an as yet limited market. 


Show. Place 

To top off his industrial tour, the traveler is taken to the little 
industrial city” of Distribuidora Mexicana National, out in the open 
country beyond the border of the Federal District. The factory itself 
a spacious affair devoted to the production of steel desks, filing 
cabinets, and steel shelving, along with some small stoves and refrig¬ 
erators, is remarkable for its incentive system based on careful time 
studies of every job. But the factory is less remarkable than its 
immediate surroundings which include a block of comfortable apart¬ 
ments, a playing field, a swimming pool, a school running from 
kindergarten through the 6th grade for 300 children of workers a 
grocery store with prices 25 percent below normal for the area and a 
cafeteria serving free lunches. Across the main road, in similarly 
splendid style, a DM Nacional woodworking plant is nearing com- 
jdetion DM Nacional has decided from now on to let the workers 

the financing Wn ^ SUPPly the Iand and may hel P in 

All this (reminiscent of what Endicott Johnson has done around 
mghamton, N. Y., and of I.B.M.’s more recent achievements near 
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Poughkeepsie) embodies the solution of Mexico’s development prob¬ 
lems as seen by the patriotically Mexican management of DM 
Nacional. The idea—kin to Henry Ford’s philosophy of the high wage 
ra te—is to accustom workers to a higher standard of living and so 
make them better customers for industry’s goods. The idea is also to 
improve worker productivity in the interest of the company. This it 
has accomplished. To take one index, absenteeism is down from 2,400 
man-hours a month to 400 man-hours a month in the three years 
since the restaurant and other amenities were added. And direct cash 
wages are not as high as in some other industries. So far, the program 
is one of enlightened self-interest. 

But the program of DM Nacional, in its all-embracing concern 
with the lives of its employees, goes further than market development 
or labor productivity. This outright paternalism, of a sort never quite 
suited to U. S. culture, seems wholly suited to the present stage of 
Mexican culture. As Sanford Mosk has pointed out in his recent book, 
Industrial Revolution in Mexico \ Mexicans are just emerging from 
four hundred years of quasi-feudal culture. In such a society, based 
upon status rather than upon contract, the employer performs a social 
as well as an economic function in relation to his employees. He is 
not simply the “boss” in the American sense. He is called the “patron,” 
like the “patron” of the old hacienda days. He is the head of the 
working family. His obligation does not end with the pay envelope. 
His workers expect from him a certain amount of protection in their 
affairs outside the job. Some direction in matters not immediately 
related to their work is not resented; indeed, most workers would feel 
lost without it. Because of these strongly established relations the 
program of DM Nacional represents a smooth and natural, rather 
than a harsh, transition from the old Mexican economy to the new. 

SCENE IV—MEXICAN BACKGROUND FOR BUSINESS 

Our U. S. businessman, having returned from 
this show place, goes with his friend to meet some other men who have 
long experience with Mexican ways. A three-hour business lunch, at a 
club on top of one of the downtown skyscrapers, turns into an over-all 
briefing. The conversation ranges far and wide. 

Our businessman learns that all the industrial bustle and building 
activity is, as he suspected, quite new. The first Mexican revolution, 

1 Sanford A. Mosk, Industrial Revolution in Mexico. University of California 
Press, 1950. xii -f 318 pp. 
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dating from the overthrow of Porfirio Diaz in 1911 and lasting until 
about 1920, was a time of continuous political uproar and frequent 
violent civil strife. The new constitution of 1917 set the stage for 
agrarian reform from 1920 to 1940. This reform not only was con¬ 
cerned with dividing up large, landed estates and the creation of new 
agricultural communities. It also vested in the nation the direct 
ownership of all minerals—whether solid, liquid, or gaseous. 

A new revolution commenced on April 21, 1941, with the declaration 
by the Mexican Government that new industries were to be encouraged 
by various tax exemptions. Later in the year the government an¬ 
nounced that it was prepared to make cheap credit available to 
certain industries and might make direct investments in some of them. 
By the end of 1944 nearly 300 new industries were taking advantage 
of the tax exemptions offered, and the physical volume of all Mexican 
industrial production had increased by 40 percent between 1939 and 
1946. The shutting off of goods from Europe naturally played an 
important part in this development. 

The industrial output of Mexico, now worth almost as much as 
the output of all Mexican agriculture and mines put together, has 
increased 50 percent in sheer volume during the last decade, while 
population has increased only 25 percent. Building has increased even 
more, with cement production doubling between 1938 and 1948, and 
doubling again from 1948 to 1951. 

The Mexican Government has taken a vigorous hand in this process. 
First, it raised tariffs on imported consumer goods; then, in 1947, it 
imposed an embargo, which finally was removed in favor of still higher 
tariffs. The rate of exchange in 1947 was 4.86 pesos per U. S. dollar; 
by June 1949 it was 8.65 per U. S. dollar, where it is still firmly pegged! 
This abrupt change stimulated local manufacturing by pricing imports 
out of the markets. 

Urging the government on has been a new group of Mexican indus¬ 
trialists, most of them proprietors of relatively small, recently estab¬ 
lished plants. They are liberal in their labor policies and have a good 
mediation record, but they appear to be against much government 
intervention in business. Even so, they want the government to pre¬ 
serve Mexican markets for Mexican goods made by Mexican firms. 

Offsetting this group are the older members of Mexico’s business 
community, including the bankers, all long accustomed to the advan¬ 
tages of foreign business contacts. Perhaps even more important are 
the returned students and travelers who have spent some years in the 
United States or Europe. One of these, for instance, spent the twenties 
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in Brooklyn working in a service and repair garage. He came back to 
his home town in Mexico in 1928 with no money but with a few pesos 
worth of tools and a lot of skill in his head and hands. Now he has a 
business, with machinery valued at more than a million pesos, and no 
debts. He drives his own Cadillac and plays golf at the local country 
club. 

Reciting all this, the men around the lunch table laugh at some of 
the tall stories that they hear have been circulating in the States 
about the profits made by U. S. businessmen who have established 
themselves in Mexico. They agree that the tellers of these tales must 
have judged the gross business done from the size of the inventories 
carried, and then have calculated a rate of profit on that gross from 
the high gross margins characteristic of Mexican business. What the 
eager reporters were missing, they say, was a proper interpretation 
of the inventories. These are forced on manufauturers by the demand 
for variety, the uncertainties of procurement, and by the slow move¬ 
ment of finished goods. Cases are cited around the table of inventories 
necessary to maintain a Mexican manufacturing business of $500 
thousand to $1 million a year, which in the States would be sufficient 
to maintain a business of $3 million to $8 million a year. 

The faulty calculators of golden profits are forgetting the cost of the 
working capital needed to carry such inventories. Business in Mexico 
not only requires more working capital for a given volume, but it 
must also pay a much higher rate for that capital. The discount on a 
bill paid within ten days is normally 7 percent. A normal commercial 
interest rate is *4 percent a month; and a rate of 5 percent a month 
is not unknown. With money so scarce and costly, most businessmen 
have a habit of taking plenty of time to pay their bills. For a trade 
account to pay in three months is normal; six months is quite a 
common interval between receipt of goods and payment for them. 

This is no bonanza, but an interesting life, if you keep on your toes. 

With this, the party breaks up. Our businessman returns to his 
hotel. He reviews the prospects as he has seen them. 

Manufacturing? Yes, if I settle doum here and become as 
Mexican as I can and educate my children here. I should 
be able to give my sons a reasonably good start. 

But retailing? Hardly. 
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Sears, Roebuck de Mexico, S. A. 
American Merchandisers, Mexican Style 

.^^.FTER A LONG, CAREFUL LOOK at the same things which 
scared our businessman away from retailing in Mexico, Sears, Roebuck 
took a chance. And Sears has had nothing to regret. 

Nor has anyone else had much to regret. In fact, Sears soon found 
itself helping other people into business—deliberately in the case of its 
suppliers, and without being able to do anything about it in the case 
of its competitors. 

The nearest that anyone came to having misgivings was on Sears’ 
long-remembered opening day in Mexico City on February 27, 1947. 

For about two months Sears had carried on one of the most intensive 
and effective publicity campaigns Mexico had ever witnessed. The 
campaign had mushroomed into a self-sustaining, word-of-mouth cam¬ 
paign among housewives, who told each other that they were not going 
to buy a thing until Sears opened—''‘I’ve heard they are practically 
going to give things away.” 

Much of the opening merchandise was in the appliance lines, items 
which Mexicans had not seen since early in the war. It was all for 
sale at good prices, but few got a chance to buy on the first day. Pros¬ 
pective shoppers were there in such droves before opening time that 
neither the police nor the store personnel could handle the crowds. 
Shoppers regarded it as a personal triumph to have got into the store 
at all—a greater triumph to have bought something. 

Some estimates of effective buying power had limited potential cus¬ 
tomers for Sears merchandise to the upper 5 percent or 10 percent of 
the city’s population. But experience proved these estimates too nar¬ 
row. The customers that Sears has developed out of that first mass of 
eager shoppers now represent a fair cross section of at least the upper 
50 percent of economic groups of Mexico City. Yet Sears started out 
by thinking that it might occupy a position that could be described as 
the “Lord & Taylor of Mexico” or the “Marshall Field of Mexico.” 

To the extent that its merchandise represents the best quality ob¬ 
tainable and is priced accordingly, and to the extent that other mer¬ 
chants have lowered their quoted prices on comparable merchandise 
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to around the levels at Sears, it is fair to say that Sears runs stores 
that are relatively high priced for Mexico. But that is not quite say¬ 
ing that Sears in Mexico is a “Marshall Field.” Just what position 
Sears does occupy, and hence the public it is serving and developing, 
may be grasped best by considering three separate sets of data. 

1. A comparison of the departmental sales of Sears in Mexico City 
with the departmental sales of all Sears “A” stores in the United 
States. 

2. A consumer survey of buying habits and opinions, made especially 
as a part of our investigation. 

3. An analysis of the incomes and occupations of Sears credit cus¬ 
tomers, also made especially for this investigation. 

DEPARTMENTAL SALES PATTERN 

In gross sales volume Sears of Mexico City 
ranks just midway among the 90 Sears “A” stores in the United States. 
About half of the U.S. stores have a greater annual volume, about half 
of them have a smaller volume. But some of the departments in Sears 
of Mexico City rank with the very largest departments in the largest 
U.S. stores. 

The emphasis in the upper 25 percent is on clothing and home fur¬ 
nishings, and on supplies of all sorts—the typical department store 
lines for which Sears is not as celebrated in the United States as it is 
for its hard lines. The familiar hard lines rate low in the Mexico City 
store. These relatively laggard departments deserve a few words of 
explanation. 

Auto registrations, while rising rapidly in Mexico, are nowhere near 
U.S. levels. Moreover, Sears has not yet worked out its local tire supply 
on anything like the competitive basis it has achieved at home. Wash¬ 
ing machines and freezers, now hitting a fast sales pace in the United 
States, are still in the top luxury class in Mexico. Plumbing, too, is 
rarer, and paint is in lower demand because of the high proportion of 
cement, plaster, and tile in Mexican buildings and the low proportion 
of painted woodwork. The low estate of shoes cannot be ascribed to a 
shoeless population. Sears has done a superlative job on children’s 
shoes and a good job on women’s shoes. But the shoe department of 
the Mexico City store is up against the competition of thousands of 
one-, two-, and three-man shops of custom cobblers, and it suffers by 
comparison with the U.S. Sears stores, in which men’s work shoes are 
one of the leading lines. Sears does not sell men’s work shoes in Mex¬ 
ico nor rubber overshoes, another big line in the United States. 
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Sears of Mexico—Rank of Departments 

Among Top 10% of Depts. 
in all Sears Stores 

Among Top 25% of Depts. 
in all Sears Stores 

Linen and toweling 

Notions 

Cotton, silk, and woolen goods, 
and patterns 

Draperies, curtains, bedspreads 
Bedding and blankets 

Furniture, beds and mattresses 
Stoves 

Infants’ wear 

Lingerie 

Men’s dress clothing 

Girls’ wear 

Ladies’ wear 

Boys’ wear 

Men’s furnishings 

Corsets 

Hosiery 

Ladies’ accessories 

China and glass ware 

Stationery, books, cameras 

Jewelry, silverware, clocks 

Drug sundries and toilet articles 

Gift shop, lamps, pictures 
Miscellaneous house furnishings 

Toys 

Among Lowest 25% of Depts. in all Sears Stores 

Auto accessories, oil, grease, batteries 

Auto tires and tubes 

Repair parts 


Washing machines and ironers 

Home freezers 

Plumbing 

Paints, oils, brushes 


Shoes 



The picture of Sears in Mexico drawn by these departmental com¬ 
parisons is one of a general department store of the customary type, 
with the weight put on the traditional dry goods lines. But the com¬ 
parison, it must be understood, is with the U.S. Sears stores, and their 
business did not grow out of dry goods so much as out of hardware, 
auto supplies, and appliances. The picture, therefore, is drawn from 
an unusual base line. 

A comparison with other Mexico City stores brings the picture into 
focus. Such a comparison was made possible by a survey of buying 
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habits undertaken for this Case Study. The full text of the question¬ 
naire for this survey and the answers to different questions appear in 
the Appendix. 

WHERE MEXICAN SHOPPERS BUY 

The sample in our survey was a cross section 
of the upper economic half of the population of Mexico City, com¬ 
posed roughly as follows: 

A. Wealthy —Those who have new cars, own good 
homes, whose children do not have to work their 

way through college . 8% of sample 

B. Well-to-do —Those who can afford some luxuries, 
but not so many; maybe no car or an old one, 

maybe an apartment rather than a house. 35% of sample 

C. Average —Those who have most of the necessities, 
some of the comforts, but few of the luxuries; who 
go to movies, send their children through high 

school, and subscribe to a daily paper. 57% of sample 

The remaining half of the population, those who work most of the time 
at low-paid jobs and those who have a hard time getting along at all, 
were not interviewed. (See Appendix Question 9.) 

The sample of 207 persons, a figure which is taken throughout as 
the base for percentage given, was further divided as follows: 


Sex 

Occupation 


Age Group 


Men 45% 

Housewives .. 

.44% 

18-30 years old. 

31% 


Professionals . 

.17 

31-40 . 

.28 


Business. 

20 

41-50 . 

.28 

Women ...55 

Students. 

. 9 

Over 50 

13 


Others . 

10 



(See Appendix, 

(See Question 7a) 

(See Question 7c) 

Question 8) 






Since the size of our sample is no more than a safe minimum for 
roughly reliable results, the percentages in the following tables are ap¬ 
proximations of the true situation rather than a rigid delineation. 
None of the questions asked in the course of the survey indicated that 
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the Sears store was the chief interest of those sponsoring the survey, 
nor were the interviewers informed of this interest. They were simply 
asked to make a survey of buying habits, a common assignment that 
might be undertaken on behalf of any one of a large number of pos¬ 
sible clients. 

Sears, along with the other big stores in Mexico City, shows up at 
once on this survey as well known to the upper economic half of the 
local public which the group surveyed. Most of these people follow 
the ads of one or more of the big stores; 87 percent of those inter¬ 
viewed put themselves down as ad readers (See Appendix Question 3). 
Apparently most of them read all the ads, for 79 percent of the sample 
said they remembered the advertisements of the Palacio de Hierro, one 
of the big French stores; 77 percent remembered reading the Sears 
ads; and there was a high percentage for each of the other general 
advertisers—ranging from 73 percent down to 52 percent. 

The questions on buying experience and the resulting opinions 
brought more widely scattered answers than did the question on ad- 
reading habits. Asked (Appendix Question 1) in what stores they had 
bought certain types of articles over the past five years, the people 
gave the following answers: 


Store 

Furniture 

Cloth and and Home Electrical 
Clothing Fixtures Appliances 

Auto 

Supplies 

Palacio de Hierro . 

40% 

10% 

2% 

- 

Salinas y Rocha ... 

18 

14 

4 

_ 

Sears in Mexico City 

24 

15 

7 

5% 

Puerto de Liverpool .. 

. 29 

4 

2 


Centro Mercantil 

4 

2 

3 

. 

Puerto de Veracruz .. 

. 14 

1 


_ 

Any specialty shop ... 

. 25 

26 

34 

15 

Stalls in open markets 
Private artisans (dress¬ 
makers, cabinet 

. 16 

5 

1 


makers, etc.) . 

6 

6 

- 


Other department stores 18 

3 

2 

, 

Others . 

4 

4 

5 

1 


Note that the first column adds to nearly 200 percent, indicating 
that those answering had bought cloth and clothing in more than one 
of the places mentioned, while the last column adds to only 21 percent, 
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indicating that only about one-fifth of the sample had occasion to 
buy any automobile supplies in the last five years. 

Sears leads in the hard lines, but is still third in the basic dry goods. 
Specialty stores, which have sprouted everywhere in Mexico City in 
recent years—particularly in the new shopping neighborhoods Sears 
has created, are heavy competitors in every line. As a group, they 
lead the parade in all lines except clothing. 

The customers’ estimates of the values they have received from a 
store in quality of merchandise and in the services of the store na¬ 
turally follow along in pretty much the same pattern as that of their 
actual purchases. People do not readily admit that they buy poor 
values or put up with poor service. Therefore, if few people buy at a 
store, few people rate that store high on values and services, and if 
many people buy at a store, many rate it high. Still, there are varia¬ 
tions between actual purchases at certain places and opinions of those 
places, and these variations are significant, especially of trends. The 
people of Mexico City, when asked (Appendix Question 2) at what 
stores they thought they had got the most for their money in clothing, 
in electrical appliances, and in furniture, rated the stores in the same 
order they had reported when asked about the place of their purchases. 

On the other hand, on a general estimate of satisfaction given for 
the money, of the best styling in clothing and furniture, of the most 
pleasant store to deal with (most intelligent and most agreeable sales¬ 
people), and of the contributions to storekeeping practices (Appendix 
Question 4), the people of Mexico City gave this judgment on Sears: 

Most for the Money .Sears, 19%, as contrasted with a high of 

31% and a low of 4%. 

Best Styles in Clothing ...Scars, 20%, as contrasted with a high of 

31% and a low of 4%. 

Best Styles in Furniture. .Sears, 17%, as contrasted with a high of 

27% and a low of 2%. 

Most Pleasant .Sears, 29%, as contrasted with a high of 

32% and a low of 9%. 

Storekeeping Practices ...Sears, 25%, as contrasted with a high of 

29% and a low of 1%. 

It is one of those anomalies of opinion that the people give the 
Palacio de Hierro the strongest vote on value, style, and agreeableness, 
but do not rate it so high (15 percent) on its manner of presenting and 
selling merchandise. Perhaps the place is as familiar to them as an 
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old shoe—and apparently they like it that way. It is significant that 
the vote for Sears goes up on agreeableness and modern methods. An 
examination of the men-vs-women vote and the young-vs-old vote on 
the answers to this and to the other questions showed a marked trend 
to higher votes for Sears among men and among the youngest age 
group, those 18 to 30 years old. 

All in all, the picture of Sears that emerges from the survey is that 
of a store strong in the hard lines, strong in the favor of men and of 
young people, modern, and fairly expensive. Its position is condi¬ 
tioned by the fact that the big French stores do not go in much for the 
hard lines and that cutting under posted prices is still endemic. The 
conclusion must be that Sears’ relative position in Mexican merchandis¬ 
ing is very much like its position in U.S. merchandising, except that 
it is a little more of a general store and its relative price level is a notch 
or two higher, as befits a purveyor of goods selected on U.S. standards. 

WHAT SEARS CUSTOMERS EARN AND DO 

Another slant on customers is provided by 
an analysis of Sears credit customers, who account for more than one- 
third of all sales by Sears in Mexico. 

About half of the credit sales are made on “big ticket” items such 
as major appliances and furniture; about a quarter of the credit sales 
are on less expensive goods in the hard lines; and another quarter, 
approximately, are on soft line goods. This spread of credit sales to 
include miscellaneous small articles is made possible by the coupon 
plan, which many customers find convenient for the purchase of soft 
line goods. The customer buys a coupon book valued at 250 pesos 
(just under $29) or more and uses the book as soon as he gets it to 
make purchases in the store. Then he pays for it in a series of pay¬ 
ments over several months. Because of this arrangement, the credit 
customers at Sears represent a reasonably good cross section of all its 
customers, although the group as a whole is probably weighted some¬ 
what toward the lower part of the economic scale represented by all 
of Sears customers. Eliminated are those who have ready cash for 
whatever they want to buy, but among these there are many with low 
incomes. 

Sears now has many thousands of dependable credit customers in 
Mexico who have established good pay records. Slow accounts have 
steadily decreased while the volume of credit business has increased 
substantially over the last three years. 
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The incomes of a random sample of 1,000 of Sears credit customers 
in Mexico City are distributed through the various brackets in the 
following manner. 


Monthly Income in Mexican Percentage of Customers 
Currency in Specified Income Range 

($1.00 U.S.=8.65 pesos) 


Less than 500 pesos.15.2 

500 to 1,000 pesos.30.6 

1,000 to 1,500 pesos.18.4 

1,500 to 2,000 pesos.13.4 

2,000 to 3,000 pesos.12.5 

3,000 to 5,000 pesos. 6.7 

5,000 pesos and over. 3.2 


It would be hard to say just what monthly salary in Chicago would 
equal 1,000 pesos in Mexico City. It would not be the exact currency 
equivalent, which is $115.60. It would be somewhat more, since living 
costs, in spite of rapid rises, are still lower in Mexico than in the 
United States. But if the cost-of-living equivalent in Chicago were 
more than twice the currency equivalent, say $250 a month, that 
would still not classify as big money in Chicago. So Sears—with nearly 
half of its credit customers getting less than 1,000 pesos a month and 
nearly four-fifths of them getting less than 2,000 pesos a month 
($231.20)—is certainly reaching into the middle classes, which now 
flourish in Mexico City in substantial numbers. 

Sears must, of course, have among its cash customers a larger 
proportion with over 5,000 pesos a month than is found among credit 
customers. The rich will pay cash for a bargain, although they may 
not like to sign papers to get credit. The big new cars and station 
wagons in Sears’ parking lot are testimony to the presence in the store 
of many of the well-to-do. A new car in Mexico still spells “carriage 
trade.” 

The occupations of Sears credit customers make the broad picture 
of its clientele even clearer. 

About one-third of Sears credit customers are in retail and 
service trades, and of these many more are proprietors than 
are employees. Their trades range over the full spectrum of 
shops; included are barkeepers, beauty parlor operators, taxi 
drivers, corn millers, traveling salesmen, and even street 
vendors. 
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PHOTOGRAPHS document the story of 
• The Setting for Sears 
• Sears and Its Operations 
• Sears and Expanding Enterprise 


The photographs were taken by 
George Potts, Sears news photographer 
from Chicago, working on an outline 
prepared hy Richardson Wood. 
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THE SETTING FOR SEARS 



Against the skyline of Mexico City, now a metropolis of 3,000,000 
people in a country of 25.000,000, the skeletons of skyscrapers are 
rising. Almost anywhere you go in any Mexican city today, you will 
see old buildings being cleared away, new buildings going up. The 
market for furnishings and appliances—major Sears lines—is strong. 











Mexico is by no means as fully modernized as the skyscrapers sug¬ 
gest. In the market place goods are piled on boards propped on packing 
cases. Such markets are the poor woman’s club, but she seldom enters 
the more modern stores. 


The arcade with the “Crystal 
Palace” roof was modern around 
the turn of the century. A com¬ 
mon type of shopping center 
throughout Mexico, it reflects a 
European influence that is also 
present in the large French- 
owned department stores, remi¬ 
niscent of the Galeries Lafayette' 
and the Printemps of Paris. The 
French Stores of Mexico provide 
Sears’ main large-scale competi¬ 
tion. 
















Specialty store competition 
with Sears' departments reaches 
a peak in big display rooms such 
as this. Appliances are also sold 
in hole-in-the-wall shops all over 
town. As in the United States, 
retail competition is ubiquitous. 



Specialty stores, often with factory attached, as in the case of 
the handbag ( bolsa ) shop shown here, now line the streets around 
Sears’ location, formerly residential. 



Ltu 




















Unit of an all-American chain of small department stores called 
S y R (for Salinas and Rocha). With the aid of U. S. trained personnel 
and U. S. methods, it gives to Sears a familiar kind of competition. 



Schoolroom at DM Nacional for workers’ children. Below are 
workers’ apartments adjoining the metal furniture plant. There are 
also a swimming pool for workers, and a lunchroom and cooperative 
grocery store close by the factory. 





















SEARS ANI) ITS OPERATIONS 




i m 


The Mexico City Sears, fronting the main thoroughfare to the grow¬ 
ing southern suburbs—but at a spot that was nowhere, commercially 
speaking, when Scars took it—the store has literally created a shop¬ 
ping district around itself. The street vendor with his mobile rack 
comes to the doorstep. 

Sears’ contribution to Mexican, as well as U. S. retailing, has been 
the parking lot, here seen from the roof of the Mexico City store. At 
the left arises a new Sears competitor; around the block Sears is adding 
a new parking lot. 











Large, frequent insertions of retail display advertising is almost 
wholly a Sears contribution to Mexican merchandising practice. Taken 
up now by other stores, the practice brings income and bolsters the 
independence of the Mexican press. 


Mexico City Store Manager Fresneda, at left, conducts the weekly 
meeting of division managers. Out of 1,900 employees in the Mexican 
corporation only 19 are U. S. citizens. 


















Women make first-class specialty salespeople, Scars lias found. 
They work with housewives on planning kitchens and other rooms, 
earn commissions on sales. 


At pool stock imported radio parts and sub-assemblies are fully 
assembled. Cabinets are made in Mexico. 














SEARS AND EXPANDING ENTERPRISE 



Hand-carved television cabinets are popular. This Sears supplier 
now employs 62 workers, occupies an entire studio building; has come 
up from a single back room four years ago. Carvers earn from $2.50 
to $3 a day. 


Four years ago, this lady was a seamstress with two standard sewing 
machines. Now she has 14 standard and 4 special machines, turns 
out most of Sears’ label dresses for 3 to 6 and 7 to 14 year olds. 





















Wooden cribs and other nursery furniture were introduced to 
Mexico by Sears. This factory, run by a real estate woman, now turns 
out about $3,000 worth of nursery furniture every month. 


Mexico's first fusion tubing machine at plant of Sears metal furni¬ 
ture supplier. Machine cost about $175,000; if run steadily it would 
Hood the market. 











Here is the office of the chief supplier of women’s shoes to Sears in 
Mexico. Three years ago he had two workers, now he is employing 28. 


Back of the office of the supplier is the shop, where most of the work 
is still done by hand. Many work at home. New machinery on order 
from the United States will soon double output. 










Gas stoves, made to Sears de¬ 
sign, are packed in truck with 
wood framing, travel rough 
roads without damage. Stove 
factory, wholly Mexican, started 
in 1946 with 40 workers, now 
has 355 plus 50 employees in 
office. 


NEWEST SEARS STORE IN MEXICO . 

Seventh in Sears Mexican chain, the Puebla store rises in the center 
of the city, near the Cathedral. The stores in Guadalajara, Merida, 
Tampico, and San Luis Potosi are also centrally located. Only those 
in Mexico City and Monterrey are away from the center of town. 









Professional people make up nearly 20 percent of the credit 
customers. The largest groups of these are doctors, lawyers, 
engineers, accountants, and teachers. But there are also 
architects, priests, publicity men, decorators, musicians, bull¬ 
fighters, and professional jai-alai players. 

Government employees, including the military, the police, a 
few diplomats, and a large number of railway employees, 
make up another 15 percent. 

Employees of such organizations as the power company, the 
newspapers, the banks and insurance companies, the tele¬ 
phone company, and (important in Mexico City) the motion- 
picture producing companies, provide another 12 percent. 
People in factories make up about 9 percent of the credit 
customers, with owners and employees represented in about 
equal numbers. 

Craftsmen, most of them mechanics but accompanied by a 
scattering of carpenters, cabinet makers, electricians, plumb¬ 
ers, and blacksmiths, account for another 8 percent. 

Landlords and pensionnaires round out the total of Sears 
credit customers. 

The list is a very fair representation of the new middle classes of 
the capital city. Most noticeable, at least by U. S. standards, is the 
small proportion of factory workers and the almost total absence of 
farmers. Less than one percent of the credit customers gave their 
occupation as farming, and these were classed among retailers, since 
they are also vendors of vegetables and poultry. With these impor¬ 
tant exceptions, the process of democratizing what were once luxury 
goods seems to be going forward in Mexico with the same vigor that 
has long characterized the United States. 

WHAT SEARS SELLS AND WHERE 

The goods that Sears offers to the Mexican 
public are—with a few exceptions—very much what most people 
familiar with the U. S. stores would expect. Sears in Mexico does 
reach up into the real luxury range: hand painted ties selling for as 
much as the equivalent of $5; the best French perfumes; the world’s 
finest watches; made-to-order British tweed suits. But then the 
Sears store in Kansas City runs an August sale on fur coats, just like 
the recognized luxury stores in Chicago and New York, so Sears in 
Mexico is shattering no Sears precedents with its luxury goods. With 
some luxuries it went too far and had to pull back. At the opening 
it carried dresses selling in the $35 to $55 range. The customers for 
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that sort of dress just didn’t come to Sears. While Sears stores in 
the United States stop at the $14.98 level in dresses, Sears in Mexico 
will go 20 percent above that, and may occasionally reach the $29 
level. But it goes no farther. 

Sears also tried a Mexican arts and crafts department: silverware, 
pottery, serapes, and so on. Sears buyers were appalled at the prices 
tourists would pay for such stuff, and then seldom get the best. They 
felt they had a field in which professional buying would show great 
savings. It did, but no tourists bought. They couldn’t seem to get 
the idea of going to Sears for things like antiques. So Sears dropped 
the section, and now does a brisk trade in jolly, carved German figu¬ 
rines, bought avidly by Mexicans in search of the exotic. 

Luxury goods in a store give everyone a pleasant feeling of splendor, 
but the main Sears lines in Mexico are those that Americans have 
come to think of as the necessities of life. Many of these are still 
luxuries in Mexico, so Sears reaches further to interest more customers. 

The Guadalajara store regularly features five-and-ten-peso days 
and advertises them in the papers with the widest circulations. This 
store tries to keep prices as much as 10 to 15 percent under prices of 
comparable items in the French stores with which it competes. This 
is a wider margin than would be possible-in the more competitive 
market of Mexico City. It marks Sears clearly as the friend of the 
new middle class that is growing rapidly in Guadalajara because of 
many new industries. But many of these people still hesitate to come 
into the Sears store, even though prices there are lower than in the 
places where they are accustomed to shop. The Sears store, with its 
modern lighting and fine displays, seems too grand for them. Guadala¬ 
jara, although matching Monterrey in growth, is still an old-fashioned 
city in feeling, mindful of colonial days. 

In the northern city of Monterrey, Sears reaches for the more famil¬ 
iar sort of market made by an industrial population. But here, while 
people and their tastes are more like those in the United States, and, 
so, perhaps easier for Sears to suit, the competition from the United 
States is keen, too. Many people in Monterrey have formed the habit 
of going on shopping tours north of the border. 

San Luis Potosi is a mining town, with a big social and economic 
gap between workers and bosses that makes Sears’ characteristic 
middle-class market a thin one in this locality. 

Tampico is a port and refinery town, and the pay given by the 
Mexican petroleum monopoly is enough to make the working-class 
market here an excellent one. 
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Merida is a world by itself, the world of the Indian sisal worker, 
inaccessible except by ship or plane. 

Puebla is a bustling textile town superimposed on a flourishing 
pottery handicraft trade. 

The Mexico City store, so far, outsells by two to one the other five 
stores together, but the population of Mexico City exceeds that of the 
other five cities together by three to one. As the other cities of 
Mexico grow, Sears plans to grow with them, and is already well 
started on that program. 

THE EMPLOYEES 

The corps of workers which bring Sears goods 
to these widely varying groups of customers are the special pride of 
Sears of Mexico. When the Mexico City store was being prepared 
for opening, three advertisements which were run in a couple of news¬ 
papers brought 15,000 applications for jobs. Store Manager Fresneda 
and six aides personally interviewed every one of them. It took 
them three months to complete the interviews. 

Employees were trained before the store opened, some for as long as 
three months. Most were not high school graduates and a few, as 
everywhere, were shaky in basic arithmetic. None of them had ever 
worked a cash register, for even now most Mexican stores still have 
a cashier to whom orders are taken. Salespeople do not ring up sales 
themselves. Training had to begin at the beginning. 

Sears maintains a good medical office with a doctor and nurses. 
Here medicines are dispensed without charge to employees. Mindful 
that salespeople are on their feet all day, Sears also engaged a chirop¬ 
odist to treat employees. He is one of the few chiropodists in all 
Mexico. “I didn’t know there were such people in the world,” one 
of the salesgirls said tearfully to the store manager one day. “Until 
now my feet have always hurt me. I’ve never been able to dance. 
You have given me the greatest joy in the world.” 

There is an employee restaurant on the roof of the store and an¬ 
other at “pool stock,” the warehouse where merchandise is held for 
shipment to all stores and where many items are assembled. The 
restaurants are run at a slight loss, as is customary in the United 
States, but they save the employees’ working time and doubtless con¬ 
tribute to health and vigor. 

In Mexico, as everywhere else, money pay counts for more than all 
these amenities. Sears pays better than other stores, and since it 
opened has granted not only merit raises but raises to keep pace with 
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the cost of living. It is always careful to pay overtime. There is a 
conscientious effort at Sears to pay 10 percent better base wages, job 
for job, than the competitive market. All salespeople are paid not 
only a base salary but a commission on their sales. Most salesgirls 
earn between 500 and 600 pesos a month at Sears. 

Some Sears salespeople make much more. They sell the big-ticket 
items and are on a drawing account against commissions. They usu¬ 
ally average between 1,500 and 2,500 pesos a month, and in a good 
month may hit 5,000 pesos. They spend a good deal of their time 
out of the store, calling on prospects in their homes. 

At first all big-ticket salespeople were men, since girls seemed to be 
best at small items. Then a girl was tried out selling juvenile furni¬ 
ture. When she did well, another girl was added in the kitchen depart¬ 
ment and another to handle the cheapest bedroom sets. The girls 
were given the problem goods that the men seemed unwilling to bother 
with. Four girls were put to work on kitchen cabinets and other 
kitchen furniture that had baffled the men. Soon a customer who had 
stopped by to examine a small item would find herself being sold a 
remodeling job. The girls would go out to homes on their own time 
in the evening, measure all spaces and figure the entire layout. They 
would take along with them pictures of the whole line they had for sale. 
These girls are now among the highest paid business women in Mexico. 

High pay has proved to be no extravagance on the part of Sears. 
The ratio of payroll to sales in Mexico is about the same as in Sears 
stores in the United States. Turnover of personnel is very low; it is a 
rarity for any employee to leave Sears to take another job. 

The labor movement in Mexico is continental European in action, 
politically oriented, national in scope, and with the International La¬ 
bour Organization package of fringe benefits imposed by law rather 
than through collective bargaining. Wages, hours of work, and condi¬ 
tions of employment at Sears are apparently better than competition 
and consciously kept so. All in all, Sears in Mexico does what it does in 
the United States—pursues a policy of fair dealing with its employees 
regardless of whether they are organized into union groups or not. 

The most radical innovation in the treatment of employees has been 
Sears' introduction to Mexico of its unusual and highly successful 
profit-sharing retirement plan. Legal conditions in Mexico made the 
establishment of this plan a delicate matter. The Federal Constitution 
of Mexico requires all commercial, agricultural, and industrial concerns 
to share their profits with their employees every year. But no legis¬ 
lation has carried this provision of the Constitution into effect, in 
spite of repeated labor-union pressure to secure such a law. Profit 


34 




sharing was obviously a touchy subject, and Sears lawyers advised that 
it be avoided. But the company’s management wanted a profit-sharing 
plan, and finally Sears got it. 

Employees make contributions to a retirement fund to which con¬ 
tributions are also made from the profits of the stores. The contribu¬ 
tions from profits are larger than the employee contributions. As time 
goes on, they tend to get larger still. At present the ratio of employee 
deposits to total credits to their accounts stands at one to 3.48. This 
means that Sears has, through contributions and investment manage¬ 
ment, supplied the equivalent of about two and one-half dollars for 
every dollar put in by an employee. The employees appear to appre¬ 
ciate this bargain. All employees who have been with the company 
for a year are eligible to join the fund. More than 1,000, or 95 per¬ 
cent of those eligible, have joined. 

The fund is run by seven partners, not trustees; for in Mexico only 
corporate fiduciaries can act as trustees. Two of these partners are in 
the United States, and are called upon only if a change in the regula¬ 
tions of the fund is required. The remaining five partners in Mexico 
make up the operating committee. Three of them are Mexicans. 
One-half of the fund is invested in Sears stock, the other half in a 
diversified list of local, blue-chip governmental and industrial bonds, 
yielding seven percent tax free to the beneficiaries of the fund. This 
is considered a low rate of return in Mexico, but very solid. 

The plan as a whole is not common anywhere, nor is there any plan 
quite like the Sears plan. It is perhaps the only real private retire¬ 
ment plan in Mexico. A few banks and industrials there give yearly 
bonuses, but these are regarded as a part of the pay and do not en¬ 
courage the habit of saving. Several Sears girls have even postponed 
their marriages in order to complete another year in the fund. 

Sears also has a group life insurance plan, but this almost failed 
because life insurance is something that most Mexicans still feel they 
may be able to do without. When Sears found that its offer of group 
insurance might have to be withdrawn because there were too few 
takers, Store Manager Fresneda turned himself into an insurance 
lecturer of the most persuasive sort. When death occurs among Sears 
employees, he takes the occasion to deliver a homily to an employee 
meeting on the opportunity the deceased missed if he carried no insur¬ 
ance, or on the benefits he conferred on his relatives if he carried it. 
By these convincing tactics the percentage of insured employees has 
been educated up to a quite satisfactory 75 percent. And in this 
way Manager Fresneda has given another demonstration of his role 
as “patron.” 
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Sears practices have attracted, held, and kept happy a remarkable 
group of employees. The salespeople in the stores are exceptionally 
agreeable by any standards, and Mexican standards in such matters 
are very high indeed. The employees are always ready to help, but 
never obtrusive. They seem to be wholly interested in the customer 
and the merchandise, effacing themselves except as graceful inter¬ 
mediaries. They make a forceful impression on Americans who watch 
them work, a favorable contrast to salespeople too often encountered 
in the States. They impress their fellow Mexicans favorably too, as 
the survey of buying habits cited earlier clearly shows. 

That same survey also sought a measure of the desirability of a 
job at Sears in the eyes of the general public. One question (See Ap¬ 
pendix Question 5) asked those interviewed: 

If a young man or young woman related to you were going to work, 
in which of the following places would you like to see your relative 
get a job, providing he or she were as well suited to a job in one 
place as another? 

Each person was then shown a list with the names of 20 well-known 
employers, with these results, arranged here in the order selected rather 
than in the order in which the names were presented on the list shown: 


Employer Entire Sample 


Petrdleos M6xicanos . 46% 

General Motors. 14 • 

Banco de Mexico . 10 

General Electric . 10 

Spurn Q 

Ford Motor Co.’ .‘.‘.V.'. ’.*.7.! .7.7.! 7.7. ’ 7.7.!8 

Puerto de Liverpool. 7 

DM Nacional . 5 

Banco de Comercio .. 5 

Banco Nacional . 5 

American Smelting. 5 

Palacio de Hierro . 4 

La Nacional Cia de Seguros . 3 

Goodrich Euzkadi . 3 

Industria E16ctrica de Mexico. 2 

Cerveceria Modelo. 2 

Any Federal Government Bureau . 1 

General Popo. 1 

Celanesse Mexicana. 1 

Don’t know or no answer. 3 
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Excluding the fabulous Pemex—the government-sponsored oil com¬ 
pany that has more than made good on promises given to workers at 
the time of the expropriations—Sears is well up on the preferred list 
for jobs. Inspection of the returns by age groups (See breakdown 
under Appendix Question 5) again shows that Sears’ position in the 
eyes of the younger group is still better than its position with the 
public at large. 

INNOVATIONS IN MERCHANDISING 

Any young Mexican who lands a job with 
Sears is soon busily learning the way merchandising is done in the 
United States. This has included a number of innovations that are 
having an effect on other merchants in Mexico as well as upon the 
general public. 

The most conspicuous of these is display advertising. Before Sears 
came, a typical large Mexican store would insert in the papers a small 
dignified notice to the effect that a shipment of interesting goods had 
been received from Europe and would the public kindly come in to 
have a look at them. The practice was similar to that in vogue 150 
years ago in the United States. Sears astonished and delighted the 
press with a series of large space ads with drawings of the merchandise 
offered and prices plainly quoted alongside the enticing copy. Often 
there have been several such ads a day, with merchandise items that 
belong together featured together. Competition has recovered from 
its initial horror at these tactics and is now vigorously advertising in 
the same manner. 

For the preparation of space advertising and handbills Sears operates 
an art and layout department and a small print shop. Also produced 
are hand-lettered cardboard displays for windows and counters. Win¬ 
dow displays lighted at night are another complete novelty in a city 
where the custom has been to lock the steel store shutters every after¬ 
noon. People can now do their window shopping in the evenings. 
Other stores are beginning, cautiously, to adopt this practice. 

Merchandise open to public handling on racks and counters is an¬ 
other innovation where custom and prudence have kept goods under 
glass counters. Theft of merchandise from the store does not reach 
any higher proportion in Mexico than in the United States. 

Merchandise tagged with prices and descriptions that mean exactly 
what they say and that are not subject to momentary revision by the 
salespeople was also something of a novelty. Many stores now price 
their merchandise openly, and some of them even stick to their prices. 
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But this is a new custom that is more noticeable in Mexico City than 
in the other towns. Sears often will have a marked and published 
price below that of other stores, but the price at which the goods are 
actually moved may turn out to be lower in the other stores. Where 
Sears quotes a price that cannot readily be matched, as it did recently 
on refrigerators in Guadalajara, competition may counter by cutting 
the down payment to nothing or to a token payment of one peso, know¬ 
ing that Sears will not change its down-payment terms. But the 
competitor’s price stays up and the competitor’s collection record 
deteriorates. Nor is the price the only matter in which plain speak¬ 
ing is unusual. When Sears, for example, offered a blanket labeled 
60 percent wool, 40 percent rayon, it probably was the first time in 
Mexican history that a customer had been told that he was getting 
anything in a blanket except wool. 

Sears has also introduced price lining—the grouping of similar mer¬ 
chandise in a series of clearly marked price levels, representing various 
levels of quality or style—a practice that is being picked up with 
beneficial effects for both customers and manufacturers. 

The quietest of all Sears innovations, yet the one that in the long 
run will probably have the greatest effect on the buying public and 
on the Mexican economy as a whole, is to be found off the selling 
floors and out of public sight, in the activities of Sears buyers in their 
multifarious job of procurement. 
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Sears’ Encouragement of New Enterprise 


It SOUNDS SIMPLE TO SAY that Sears now buys in Mexico 80 
percent of the merchandise it sells there, and that most of this mer¬ 
chandise conforms to U. S. styles and standards, but this is a monu¬ 
mental statement. Its simplicity may keep the reader from appreciat¬ 
ing the complexity of the operation that has made it possible. . . . 

.... The business of buying, mostly in small lots, more that 70 mil¬ 
lion pesos worth of such merchandise a year from about 1,300 
sources, ranging in size from a two-man craft shop to a modem 
factory employing more than 1,000 people. 

.... The business of getting many of these suppliers started, or ex¬ 
panded from handwork to machine work in easy stages. 

.... The business of financing them soundly but on a cautious hand- 
to-mouth basis, each case being treated on its merits, while 
orders are held to small lots to make sure that the merchandise 
moves. 

.... The business of teaching U. S. styles and methods, bit. by bit, 
as each source is willing to pick them up .from magazine pic¬ 
tures, from merchandise samples, from visiting experts from 
Chicago, or from trips made to study U. S. operations to which 
Sears has directed them. 

.... The business of getting the merchandise thus painfully acquired 
delivered to a handful of stores scattered over vast distances 
and, when it arrives, of having it suited to the demands of the 
time and place. 

This is the business that has been pursued over the last six years by 
Sears buyers in Mexico. 

It would be a colossal task merely to follow the buyers on their 
rounds. While some departments get along with a single source, others 
have a hundred or more sources of supply. Of the 40 merchandise 
divisions represented in the Mexico City store, half deal with 30 or 
more sources. Scars’ annual business with only five of all its sources 
exceeds one million pesos each; with 124 sources, annual business 
ranges between 100 thousand and one million pesos; with 1,166 sources, 
it is less than 100 thousand pesos a year. 
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While we cannot present an account of all of these, a sample of the 
sources of several of the important divisions gives a fairly good idea 
of what the procurement operation means to Sears and to Mexico. 

SUPPLIERS I—POOL STOCK 

The place to start is at pool stock: a ware¬ 
house, a receiving and shipping platform, and a general tinkering 
emporium operated as an integral part of Sears in Mexico City. 

The entire pool stock operation has introduced to Mexico new stand¬ 
ards of reliability in products offered for sale. It backs up the guar¬ 
antee that goods purchased at Sears to build up Mexican homes will 
be properly serviced and kept in good working order. 

Sears, in 155,000 square feet of floor space has: 

1. One-third of all the corporate inventory of Sears in Mexico, in¬ 
cluding all backlog stock for the Mexico City store and backlog 
Rtock on specified lines for the other stores. 

2. Facilities for assembling, testing, and readying all big-ticket mer¬ 
chandise for direct delivery to customers. 

3. Facilities for repair and service jobs of all kinds. 

Warehousing is a simple enough job, but when you must keep a 
record of every straight pin in stock, maintain a perpetual inventory 
and all relevant facts on a single piece of paper for each item, as Sears 
does, the job is a precision affair. 

Assembly and testing is a semimanufacturing operation. At pool 
stock, Sears puts together the sewing machine cabinets bought in 
Mexico and the heads imported from the United States. The same 
treatment is given to television cabinets and television chassis, now 
sold only in Mexico City but at a fast accelerating speed. Radio parts 
are fully assembled here for insertion in locally made cabinets. Refrig¬ 
eration units come from the States and are fitted to cabinets made in 
Mexico. All instructions on all mechanical equipment must be trans¬ 
lated into Spanish. 

In the United States, merchandise which requires major repairs is 
usually sent back to the factory of origin. Sears finds it easier in 
Mexico to have the repairs made under its own roof. The people at 
pool stock are ready to repair or rebuild anything the stores have sold. 
They can take big appliances apart and re-enamel them. They have 
more woodworking machinery than most Mexican furniture factories. 
And they will carry parts on all mechanical merchandise for 15 years 
after the part has disappeared from current models. 
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The upholstery shop at pool stock not only makes custom slip covers 
from materials bought at the store, it also reupholsters and, if nec¬ 
essary, rebuilds sofas and armchairs. Rebuilding a sofa averages 250 
pesos if the woodwork is sound, but if a new leg or bracing or recarving 
is required, the price may go up to around 350 pesos. About 40 people 
are employed in this work. The safes division, of which the shop is 
an important part, is one of the five biggest in the entire store. 

SUPPLIERS II—READY-TO-WEAR AND SHOES 

Clothing manufacturers are by far the most 
numerous class of sources for Sears. Clothing for infants and chil¬ 
dren, ages one to six, is procured in each city where Sears has a store. 
It is cheaper to buy such things locally than to get everything in 
Mexico City and have it shipped. But in spite of the number of Sears 
sources in the clothing field, five of them rank in money volume of 
purchases among the twenty largest sources Sears now has. Many 
of the smaller sources have grown up entirely with Sears and are still 
more dependent on its stores than Sears would like. 

One woman started with two machines and now has eighteen. She 
makes children’s dresses, swimwear, and pajamas. Sears loaned her 
money from time to time to buy machinery and got the money back 
through deductions from invoices according to an agreed schedule. 

Another woman, with a good knowledge of the knitwear business, 
got an advance from Sears to buy machinery from England. In com¬ 
pany with her Sears buyer she has visited Chicago to see the factories 
there. She is now a leading manufacturer of underwear, selling about 
70 percent of her output to Sears. 

Sears has established the ready-to-wear business on a local basis, 
and in doing so has made good clothes far more widely available than 
they were before. The French stores relied chiefly on imports, but 
tariffs raised the price of imports. A cotton dress that can be sold 
for 125 pesos as an import, can be produced locally from imported 
material to sell for 75 pesos. Made from comparable local material, 
if comparable material can be procured, the same dress sells for 50 
pesos. The Sears buyer gave one of his local suppliers a ruffled nylon 
dress that sold for 295 pesos as an import. The local supplier bought 
2,000 meters of the same material as an import and made up slightly 
better dresses (larger collars, tape binding) on the same model to 
sell for 135 pesos. Since the 2,000 meters was more than enough 
for the fifty dresses in each of four styles that Sears was willing to 
gamble on, the rest of the goods was made up into blouses. Sears 
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nurses along its suppliers in this manner, giving staple fill-in orders 
to keep them busy when style numbers are slow. Sears is usually 
willing, for instance, to get ahead 60 days or so on housecoats or on 
certain other “classic” items. 

The “classic,” as understood i>y American ready-to-wear makers, 
was as much a novelty in Mexico as low-cost ready-to-wear itself. 
When Sears opened, Mexican women’s styles ran heavily to sequins 
and beads and embroidery. Sears boldly offered the simple “classic” 
United States dresses, favored by U. S. working women and house 
wives. At first the Mexican shoppers were skeptical, picking out 
only those numbers that had some decoration and flounce to them, 
but leaving the severer numbers alone. Now, from seeing the dresses 
and comparing them with the U.S. fashion news which circulates in 
Mexico more widely than ever, they have been coming over to United 
States styles. 

Sears has brought down Chicago production men for periods rang¬ 
ing from two weeks to two months to work with suppliers on plant 
layout and materials flow and other cost-cutting methods. And it 
has sent its suppliers to New York for personally conducted visits to 
sources there who agree to supply models and patterns on a modest 
fee basis. As a result of such activities, Sears ready-to-wear business 
has grown to four or five times its initial volume. The sale of piece 
goods, the old staple of Mexican merchandising, is dropping off, 
while ready-to-wear is rising under Sears leadership. When Sears 
opened there were four small ready-to-wear specialty shops within 
a four-block radius of the store. Now there are fifty-two. Shops in 
that neighborhood used to rent for 250 pesos a month. Now they rent 
for 1,200 pesos. 

Sears’ enthusiasm for building up the ready-to-wear trade generally 
goes as far as showing suppliers its own records on the day-to-day 
sales of the numbers they have supplied. These records, kept at a 
central dress stock from which dresses are sent by air to all stores, 
show what numbers to reorder quickly. The method was unknown 
to Mexico. Consequently the bigger stores seldom knew what they 
were selling fast. The manufacturer did not get reorders and was 
forced into greater variety and higher costs. By showing the records 
to its suppliers and allowing them to take the information to the 
other stores with which they deal, Sears is helping the whole manufac¬ 
turing and distributing process by divulging some of its own current 
and hard-won trade secrets. “Does Gimbels tell Macy’s?” No, never. 
Well, hardly ever. In the ready-to-wear business in Mexico, at least 
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for the time being, Sears thinks it may be a good idea to break 
that old rule in the common interest. 

Sears has few suppliers of shoes, the largest in terms of Sears 
purchases being the familiar General Shoe, a branch of the U.S. con¬ 
cern. This supplier, employing 160 people, sells all over the country 
and rates high Sears’ habit of paying promptly on receipt of invoice. 
Forced to send a credit manager on almost constant tour to collect 
its accounts, General Shoe believes Sears’ prompt payment is a prac¬ 
tice utterly unknown in Mexico. It makes a number of lines to 
specification by Sears and one exclusively for Sears on machines that 
Sears brought in for the purpose. 

One of Sears’ smaller shoe suppliers has come up in three years 
from production of 14 pairs a week to 60 pairs a day, and is aiming 
at 90 pairs a day with machinery Sears is helping to finance. This 
supplier will deliver shoes Sears wants within fifteen days of getting 
an order, something of a phenomenon in itself. It is easy to understand 
why Sears wants this supplier’s production to grow. 

Another supplier, who makes slippers and who jobs out more than 
half of his production as homework, still occupies as his “plant” 
three small loft rooms for which he pays a rent of 100 pesos a month. 
But Sears has taught him better methods of slipper construction. 
Some of his output, exhibited to experts in the United States last 
winter, was judged good. He copies Sears brands which are sold in 
the United States, but lines them with real leather instead of 
imitation leather and sells them for less. 

Sears has tried to stay under the market for shoes, and has fre¬ 
quently succeeded. When Sears opened, many stores were charging 
70 or 80 pesos for a pair of imported shoes. Sears offered the same 
quality for around 50 pesos. There wasn’t a pair of shoes left in the 
store four days after the opening. Sears boosted its sales of children’s 
shoes from 4,000 pairs in the first year to 23,000 pairs in 1951. 

SUPPLIERS III—HARD LINES: FURNITURE, STOVES 

Furniture sources are numerous too, nearly a 
hundred of them, again ranging from small craft shops to relatively 
modern factories. One came up from 7 employees to 50, entirely 
on Sears orders. Another has grown from 2 employees to 15, still 
another from 4 to 60. In all these and in many other cases, Sears 
has often advanced up to 50 percent of the money for the orders 
given and has paid the balance promptly on delivery. With money 
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rates high and working capital scarce, growth could hardly have 
come about so fast in any other way. 

A much larger furniture plant, which Sears has also helped to 
finance in the same manner, started out by making sewing machine 
cabinets and a little furniture. The plant burned down. Sears 
helped re-establish the firm by arranging to buy a quantity of sew¬ 
ing machines and radio cabinets, and by advancing money against 
these. For a while Sears took a third of the plant’s output. But now 
the plant has grown to ten times its size before the fire and, of 
course, as a consequence Sears’ share in its output has dropped. 

Perhaps the most remarkable furniture plant among Sears regular 
sources is a metal and woodworking plant whose proprietor learned 
the business by making beauty parlor furniture in California. Sears 
takes about 15 percent of his product and is his largest single customer. 
This manufacturer has installed the first fusion machine in Mexico, 
for making pipe for furniture. He can now make metal furniture 
cheaper than it could be sold as an import from the States, and he 
makes it better, adding finishing processes that are often skipped 
because they call for hand work. His factory has a display room, 
an unusual feature, and a small testing laboratory, still more 
unusual. He employes 120 people, of whom 40 percent are women. 
His was the first plant of its sort to hire women, but many have since 
taken them on. He has found that in many jobs women get out more 
production than men. His policy now is to give a woman a chance 
at any new opening that may turn up and see how she does at it. 

Such modernity is still rare in the furniture trade. Sears figures 
its chief competition is often the local cabinet maker, especially out¬ 
side Mexico City. In Guadalajara, for instance, Sears put a fine 
bedroom set of its own design in the window. For days that window 
was the busiest in town, with carpenters getting a good look and taking 
notes. There are dozens of bedroom sets of that design in Guadalajara 
homes now, but Sears did not sell one of them. 

Acros, a firm making stoves and hot water heaters, is an outstand¬ 
ing example of recent Mexican industrial development, with Sears 
taking 20 percent of its product. Sears has worked with Acros closely 
for most of its six-year growth, from a 40-man concern to a greatly 
expanded and still expanding plant now employing more than 400 
people. Improvements in Acros stove design came from the Sears 
laboratories in Chicago, but Acros has worked out many of its own 
cost-cutting devices. For a while Acros tried a continuous produc¬ 
tion line, but gave it up. Better results are obtained by letting 
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each man on assembly do the entire assembly job himself. If any¬ 
thing is wrong, the stove is sent back to him for correction. He is 
paid by the piece, at a rate figured on a base for normal work 
with a bonus for exceeding it. Acros explains the success of the 
method by saying that Mexicans are just more individual and like 
to work by themselves. 

Sears is planning ahead to cut costs on many of its hard lines. So 
far not all of the cost-reduction methods practiced in the States have 
been applied in Mexico, principally because volume in many of the 
lines has not been large enough. But, with the expansion of the 
market and the addition of new stores, assured volume in many lines 
is reaching the point at which U.S. methods can be applied more 
widely. These methods include the advance scheduling of purchases 
and the establishment of known costs to govern pricing. In spreading 
such methods, now applied informally in a few cases, Sears will rely 
on such firms as Industria Electrica de Mexico, a big appliance man¬ 
ufacturer in which Westinghouse holds a minority interest earned 
by supplying many kinds of technical help. Sears will offer the cost- 
reducing methods to all firms whose willingness to cooperate and 
whose potential volume put them in a position to benefit. So within 
the next five years the effect of the Sears operation on the prices 
of consumer goods in the electrical and automotive fields should be 
far greater than it was during its early years in Mexico. Sears plans 
to grow up with the appliance and auto business in Mexico, just as 
it has grown with them in the United States. 
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What Sears and the Mexicans Make of 
Each Other 


0>EARS LOOKED THE MEXICANS OVER very carefully before 
deciding to follow the power lines and the highways wherever they 
might lead. A series of teams of experts shuttled between Chicago 
and Mexico City, reporting on everything from incomes and occupa¬ 
tions to regulations governing the labeling of drug counter mer¬ 
chandise. The upshot of the investigations was an atmosphere of 
temporary hesitation and dismay in the Chicago offices; but a policy 
of boldness prevailed and Sears went ahead. Sears already had a 
store in Cuba. Mexico City was big and not too far away to visit 
frequently. It would provide a good test of the Latin American mar¬ 
ket for what Sears had to offer. 

Since taking the plunge, Sears has had no real regrets. As it has 
become more and more entwined in the Mexican economy, its regard 
for the Mexicans has risen. The Mexican Government, although 
pursuing a tough policy on imports, which Sears has loyally supported 
in the procurement of local supplies, has been consistently friendly 
and fair. When Sears has taken tax matters to the government with 
a full disclosure of all the facts and figures involved, the government 
has responded with equal frankness and reasonableness. 

Sears is becoming acclimated and likes it. The number of U. S. 
employees is dwindling. At present, U. S. employees hold positions 
in the Mexican corporation as president, comptroller, and buying chief, 
and a few positions as buyers and store managers. As the program 
continues for bringing promising Mexicans to the United States to 
study Sears methods or to work in collaboration with the few U. S. 
Sears men who are in Mexico, more Mexicans are being appointed 
as officers, store managers and buyers. And the store manager, 
although he is responsible in many matters to the central Mexican 
corporation, is a true ■patron . 

The stock of the Mexican corporation is still largely held by the 
parent corporation in the United States. The only stock not so held 
is in Mexican hands, and this stock goes only to key employees of the 
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Mexican corporation and to the profit-sharing plan. Certain key- 
employees are given an opportunity to buy stock from time to time 
for their own accounts, and all employees in the profit-sharing retire¬ 
ment plan have an indirect interest in the stock through the stock 
holdings of the retirement fund. 

Of the many areas of collaboration between Sears and the Mexicans, 
perhaps the most significant to the general growth of the Mexican 
economy at the present time has been the cooperation with the 1,300 
local firms from which Sears buys four-fifths of all its merchandise. 
These firms were found in many ways. Some were found through 
directories and other trade sources. Many came in to offer their 
goods. Not a few were found by Sears buyers prowling the streets 
and looking in whenever they heard a saw or a grinder buzzing or 
spotted a pile of sawdust or scrap metal. 

Sears has discovered many lines along which these suppliers are 
glad to collaborate. Factory layout experts have been sent from Chi¬ 
cago to deal with specific problems. Mexican products have been 
sent to Chicago for tests and recommendations. Sample items are 
continually imported for examination and adaptation by the suppliers. 
Sears adjusts buying schedules to fit suppliers’ production schedules. 

Then, too, as already noted, Sears pays all suppliers promptly. 
This in itself is a great aid in an economy where active growth 
makes working capital chronically short. But Sears goes further in 
many cases and gives advances before production is undertaken, 
recovering each advance on an agreed schedule as the goods are 
delivered. This financing of both materials and equipment, and in 
certain cases of wages as well, has virtually put many firms into 
business and has enabled many others to grow at a rate that would 
otherwise have been impossible. Sears is careful not to stay too long 
in the role of -patron to suppliers. Once a supplier is well on his feet, 
Sears encourages him to develop other customers. 

Throughout these necessarily intricate and intimate relations and 
through all its other relations with the Mexican people, Sears has 
been repeatedly impressed with the self-reliance that most Mexicans 
show in adapting to their own uses methods that have proved of value 
elsewhere. The Mexicans can assimilate without imitating and can 
borrow ideas without compromising their own set of values. That 
ability largely accounts for the degree to which Sears of Mexico has 
become assimilated into the Mexican economy. 

The Mexicans , for their part, have been looking Sears over very 
carefully since it first came among them. After the first uproarious 
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rush to look at the goods and the fixtures, they have settled down to a 
more leisurely appraisal. At the beginning they did not take to some 
of the U. S. styles. But now, thanks to introductions performed by 
Sears, they have accepted such characteristic U. S. items as blue 
jeans, California sports jackets, and bright neckties. No more 
delicate compliment can be paid by one people to another than the 
acceptance of a style in clothing. 

As the evidence presented throughout this report repeatedly proves, 
a good portion of Mexican people like to shop at Sears. Many of 
those who have merchandise to sell like to sell to Sears. Many of 
those who have careers to make like to work for Sears. Even com¬ 
peting merchants seem to have few hard words for Sears. Perhaps an 
expanding market makes everybody happy. Representing all the 
people, the Mexican Government also has been good to Sears, follow¬ 
ing its policy of industrialization and of encouragement to outside 
capital that is prepared to adjust itself to Mexican needs. In sum, 
the Mexican people have opened up to Sears a new market in an 
area of vigorous growth. What corporation could ask for more? 
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What The Observer May Make Of It 
—A Summary 

X HE COUNTRY INTO WHICH SEARS VENTURED only six 
years ago was and still is a country undergoing a social revolution at 
a rather rapid tempo. Sears’ contribution to Mexican cultural pat¬ 
tern must be judged, therefore, as it has fallen into line with and per¬ 
haps aided a social process much older and far larger than itself. 
Sears has had to line up with a process of integration, of urbanization, 
of industrialization, and finally of broader distribution of income. 

Integration, the first stage of this process, is well advanced but by 
no means completed. It is, physically speaking, the process whereby 
thousands of small villages in the remote valleys of the mountains 
of Mexico are becoming linked to the cities by roads and buses, by 
school teachers and peddlers, and by the agrarian revolution in land 
tenure that has brought many country folk, for the first time, directly 
into contact with the market for the produce they raise. This physical 
integration has in turn brought about a new feeling of nationalism 
replacing earlier provincial or tribal loyalties. 

The bringing of the hinterland into the nation has led to rapid 
urbanization, as farm produce found easier routes to the cities and 
so could support a larger urban population. The growing urban 
population provided a labor market attractive to industry. Finally, 
industry, and the commercial and administrative activities associated 
with it, began to narrow the wide gap between rich and poor and to 
build up a middle class. 

These complex and interacting social forces have been at work in 
Mexico for at least thirty years and at an accelerating pace in the 
past ten years. Throughout this time these forces have been recog¬ 
nized by the officials charged with governing Mexico and have in 
large part been released and consciously directed by them. The 
governmental steps taken to promote industrialization have been 
just as drastic as the earlier laws affecting land tenure. An embargo 
such as the Mexican Government placed on a wide range of consumer 
goods imports late in 1947 cannot be described as a halfway measure. 
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In the major processes of the Mexican social revolution, Sears has 
obviously played little or no part. On the contrary, it has to thank 
only its own nimble management that it did not become the victim 
of one or another of the processes. But the Sears operation can fairly 
be credited with adapting itself to the most recent manifestations 
of change and can also be credited, to a limited extent, with helping 
them along. These manifestations are (a) industrialization, and (b) 
the formation of a middle class. 

Enough has been said in the course of the foregoing report for the 
reader to judge the effect of the Sears financial and technical help in 
stimulating the rapid growth of a wide range of local industrial under¬ 
takings. Essentially, Sears as a merchant has played the same 
creative role in industrialization as was played a century and a 
half ago by the Boston merchants in establishing textile and hardware 
industries in New England. But Sears came into the process rela¬ 
tively later and has played its role faster and with a lighter hand 
that is to say without exercising direct control. The effect has been 
to build up wholly native industries with standards of performance 
that would have been achieved much more slowly by any other 
method than that of the well-placed order for goods to be delivered. 

As for the middle class which is forming due to thousands of 
impulses—of which Sears payments to small manufacturers and to 
its own employees form only one—the broad effect of the Sears 
operation is to hasten the establishment of this middle class by giving 
a large proportion of the people a much wider choice of goods than 
they formerly had. Sears has done this in many ways by now familiar 
to the reader: by introducing new products, by lowering prices, by 
supplying more reliable products, by encouraging in customers the 
process of deliberation and choice through advertising, quality 
labelling, counter display, and day-and-night window display. These 
practices have affected not only the Sears clientele, already the 
largest retail clientele in Mexico, but also a large part of the buying 
public through the effect of its example on other stores. 

It is not just money that makes a middle class, but rather goods, 
especially durables, and a wide choice among them. More value for 
your money is more effective in bringing about a social change than 
just more money. More money is only too often spent for additional 
food, drink, and personal luxuries. But more value for your money 
can mean the purchase of furniture and appliances and all the wares 
that go to build up a home. Certainly that is what it has meant 
at Sears. 
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The observer thus may fairly conclude that the Mexicans have 
reason to be satisfied with the part that Sears has played in the revo¬ 
lution of which they are so justly proud. It is clear that Sears is going 
their way and to that extent is helping them, helping not only by 
adapting itself to them but by adapting to their uses a number of 
methods that have been tried and found good elsewhere. 

Can we in the United States also be satisfied with what Sears has 
done in Mexico? We can, but for somewhat different reasons. For 
Sears actually failed to anticipate the two things that have made its 
operations so useful to the Mexican social structure as a whole. What 
we can applaud in the Sears example is the quick-footedness of U. S. 
capital, when it is well and continuously managed locally, in adapt¬ 
ing itself to unexpected conditions. 

The fact is that Sears’ decision to invest in Mexico was based on 
the firmly held and correct, though very general assumption, that 
Mexico was on the way up, a good bet for the future. But in its 
next two assumptions, far more important to immediate operating 
results, Sears was wrong. Sears assumed that its market was not so 
much a middle class as an upper crust, and that it would import about 
70 percent of its merchandise from the United States. 

The behavior of the customers put an end to the first assumption, 
perhaps to Sears relief, for it is easier for Sears to be Sears than 
to try to be somebody else. In any event, Sears dropped its “Fifth 
Avenue” airs quickly and settled down to being itself. The Mexican 
Government put a sudden end to the second assumption by imposing 
its embargo within a year of the first Sears opening. Sears for¬ 
tunately, through its Stateside practice, knew how to adapt itself 
to what otherwise would have been a crippling blow. But its adapta¬ 
tion took it farther and faster than it had ever gone in Stateside pro¬ 
curement, so that Sears learned much that it is now applying in other 
Latin American countries. 

These two successful responses to unanticipated challenges were only 
two among many. Telling the story of Sears in Mexico now, one 
tells the story of happy solutions. But before every solution there 
was a problem, and many a problem at the time seemed baffling. Slow 
deliveries, poor quality standards, untrained help, bad credit risks, 
shifting currency values, obscure legal provisions, top-level personnel 
snafus—all perils that assail a businessman at home and terrify him 
abroad were duly encountered by Sears in a very short period of 
time. But Sears made a business of overcoming these difficulties, a 
very good business indeed. 
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The moral is clear. Capital loaned abroad may or may not suc¬ 
ceed as it is put to work and managed by others. But if you take 
the responsibility for managing the capital investment yourself, you 
will be too busy to worry; and if you really know your business, you 
will probably succeed. But win or lose, you will do better for your¬ 
self and for the country that receives you when you send abroad not 
just capital but the methods and the management that are your most 
valuable stock in trade. 


52 




APPENDIX 


Store Survey Questionnaire by Joe Belden & Associates, Mexico, 
affiliate of International Public Opinion Research Corporation, 
New York 


Population Density Map by Ralph Graeter 


Tables 1 Through 6 

1. Population Growth in Mexico, 1940-1950 
2a. National Income of Mexico for Selected Years, 1932, and 
1941-1951 

2b. National Income of Mexico by Industrial Origin, 1930, 1940, 
1948 

3. Mexican Production for Selected Years, 1937-1951 

4. Rate of Exchange: Pesos per U.S. Dollar, End of Year 

5. Investment in Industries in Mexico 

(5. Increase in Workers and Wages by Industries, 1935-1939 and 

1948 


★ 


STORE SURVEY QUESTIONNAIRE 

1. During the last five years , at which stores or places that you re¬ 
member now have you bought any 

(а) Clothing of any sort , or clothing materials? Are there any 
other stores or places? 

(б) Furniture or home fixtures such as glassware or cutlery? Are 
there any other stores or places? 

(c) Radius, electric refrigerators , or other electrical appliances? 
Are there any other stores or places? 

(d) Automobile supplies such as tires , batteries, etc? Are there any 
other stores or places? 
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Responses (in percent) 


Stores 

(a) 

(b) 

(c) 

(d) 

and Cloth and 

Furniture, 

Electrical 

Auto 

Places 

Clothing 

Home Fixtures 

Appliances Supplies 

Palacio de Hierro 

40 

10 

2 


Salinas y Rocha. 

18 

14 

4 


Sears, Roebuck. 

24 

15 

7 

5 

Puerto de Liverpool, . 

29 

4 

2 


Centro Mercantil. 

4 

2 

3 


Puerto de Veracruz.... 

14 

1 



Any specialty shop.... 

25 

26 

34 

15 

Stalls in open markets 

16 

5 

1 


Private artisans (dress¬ 
makers, cabinet mak¬ 
ers, etc.) . 

6 

6 



Other department stores 

18 

3 

2 


Other (specify) . 

4 

4 

5 

1 

(Base—207=100%) 

198 

90 

60 

21 


2. At what stores that you have been to do you feel that you get the 
best satisfaction for your money 

(a) In cloth and clothingf 

(b) In electrical appliancesf 

(c) In furniture or home fixtures f 


Responses (in percent) 


Stores 

and 

Places 

(a) 

Cloth and 
Clothing 

(b) (c) 

Electrical Furniture, 
Appliances Home Fixtures 

Palacio de Hierro 

.... 21 

3 

4 

Salinas y Rocha . 

12 

5 

7 

Sears, Roebuck . 

. 14 

11 

9 

Puerto de Liverpool. 

27 

1 

1 

Centro Mercantil . 

.... 4 

2 

2 

Puerto de Veracruz . 

.. . 7 

1 

1 

Other department stores 

9 

7 

2 

Any specialty shop . 

Small neighborhood stores 

18 

6 

32 

24 

Other (specify) . 

4 

4 

4 

(Base—207=100%) 

122 

66 

52 
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3. (a) Do you ever read the store advertisements in the news-payersf 


Yes: 87% No: 13% 

(b) (If “yes ”) What store’s advertisements do you remember best: 


Palacio de Hierro . 79% 

Salinas y Rocha. 65 

Sears, Roebuck. 77 

Puerto de Liverpool. 73 

Centro Mercantil. 57 

Puerto de Veracruz. 52 

Other (specify) . 1 

(Base — 207 = 100%) 404% 


4. Of these stores (SHOW CARD bearing names of the six stores) 

(a) Which one would you say generally gives more satisfaction for 
your moneyf 

(b) Which offers the best styles in clothingf 

Which offers the best styles in furniture or home fixtures? 

(c) Which one is the most pleasant to deal with (has the most 
agreeable and intelligent salespeople)? 

(d) Which one has done the most to improve storekeeping practices 
in this city? 


Stores 

(a) 

More satis¬ 
faction for 
the money 

(b) 

Best styles 

in: 

(c) 

Most 

(d) 

Improved 

Clothing Furniture 

pleasant to storeueeping 
deal with practices 

Palacio de Hierro . 

31 

31 

27 

32 

15 

Salinas y Rocha . .. 

10 

11 

17 

19 

12 

Sears, Roebuck ... 

19 

20 

17 

29 

25 

Puerto de Liverpool 

25 

17 

6 

29 

29 

Puerto de Veracruz 

7 

4 

3 

9 

7 

Centro Mercantil . 

4 

4 

2 

9 

1 

(Base—207=100%) 

96 

87 

72 

127 

89 
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5. If a young man or young woman related to you were going to work, 
in which of the following places would you like to see your relative 
get a job, providing he or she were as well suited to a job in one 
place as another? (SHOW CARD) 


r,, f nr i Percent Percent 

Place of Work _ 

Total Survey Age Group 

Percent 

Men 

General Motors. 

14 

8 

21 

Banco de M6xico 

10 

10 

8 

Palacio de Hierro 

4 

3 

3 

Sears, Roebuck 

9 

12 

8 

Puerto de Liverpool 

7 

5 

7 

General Electric Co. 

10 

2 

11 

DM Nacional 

5 

8 

5 

Ford Motor Co. 

8 

8 

13 

Petroleos Mexicanos . 

46 

43 

50 

Federal Government Bureau . 

1 

3 

1 

Goodrich Euzkadi. 

3 

2 

3 

General Popo. 

1 


1 

Celanesse MSxicana 

1 



American Smelting Co. 

5 

2 

4 

Banco de Comercio . 

5 

6 

4 

Centro Mercantil . 

1 


1 

Banco Nacional . 

5 

5 

4 

La Nacional Cia. de Seguros 

3 

3 

3 

Cerveceria Modelo 

2 


3 

Industria Etectrica de Mexico 

2 

2 

1 

Don’t know or no answer .... 

3 

2 

2 


143 

124 

153 

(Bases for different categories:) 

(Total Survey. 

207 = 

100%) 


(Men . 

93 = 

100%) 


(18-30 years old 

64 = 

100%) 



6. How long have you lived in Mexico City? 

88 % 
9 
3 

100 % 


5 years or more . 
Less than 5 years 

No reply . 

(Base—207=100%) 
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7. (a) What is your occupationt 

Housewife and/or daughter of home . 44% 

Professional worker and/or doctor . 17 

Salaried minor . 6 

Salaried executive . 1 

Student . 9 

Entrepreneur minor . 13 

Wage earner . 4 

Others . 2 

No answer . 4 

(b) What is your marital status? 

Married . 66% 

Single . 25 

Other . 9 

(c) Age (Classified by the interviewer): 

18 - 30 years . 31% 

31 - 40 years. 28 

41 - 50 years. 28 

Over 50 years. 13 

8. Sex (Classified by the interviewer): 

Women . 55% 

Men . 45 

9. Socio-economic level (Classified by the interviewer): 

A (Wealthy) . 8% 

B (Well-to-do) . 35 

C (Average) . 57 


INTERVIEWER_DATE. 
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Population Density Map of Mexico 
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Map drawn by Ralph Graeter 












Table 1 


Population Growth 
in Mexico 
1940-1950 


States and Territories 


Cities 


1940 


Aguascalientes. 

Aguascalientes . 

Baja Calfornia Norte 
Baja California Sur.. 

Campeche. 

Coahuila. 

Torredn . 

Colima. 

Chiapas. 

Chihuahua. 

Chihuahua . 

Cuidad Juarez .... 
Distrito Federal. 

* Mexico City . 

Durango. 

Guanajuato. 

Ledn . 

Guerrero. 

Acapulco . 

Hidalgo. 

Jalisco. 

*Guadalajara . 

Mexico. 

Toluca . 

MichoacAn. 

Morelia . 

Morelos. 

Cuernavaca . 

Nayarit. 

Nuevo Ledn. 

* Monterrey . 

Oaxaca. 

Oaxaca . 

Puebla. 

* Puebla . 

Querdtaro. 

Querttaro . 

Quintana Roo. 

San Luis Potosf. 

*San Luis Potosi. . 

Sinaloa. 

Mazatldn . 

Culiacdn . 

Sonora. 

HermosiUo . 

Tabasco. 


161,693 

82,234 

78,907 

51,471 

90,460 

550,717 

75,796 

78,806 

679,885 

623,944 

56,805 

48,881 

1 , 757,530 

1,448,422 

483,829 

1 , 046,490 

74,165 

732,910 

9,993 

771,818 

1 , 418,310 

229,235 

1 , 146,034 

43,429 

1 , 182,003 

44,304 

182,711 

14,336 

216,698 

541,147 

186,092 

1 , 192,794 

33,867 

1 , 294,620 

138,491 

244,737 

33,629 

18,752 

678,779 

77,161 

492,821 

32,117 

22,025 

346,176 

18,601 

285,630 


1950 


188,104 

117,409 

226,871 

60,495 

121,411 

720,145 

132,101 

112,292 

903,200 

841,077 

110,779 

128,782 

2 , 942,594 

2,942,594 

629,502 

1 , 317,629 

140,000 

917,719 

60,000 

840,760 

1 , 744,700 

337,000 

1 , 383,640 

115,422 

1 , 412,830 

103,616 

268,863 

30,000 

292,343 

743,297 

339,634 

1 , 444,929 

40,000 

1 , 595,920 

229,976 

282,608 

77,000 

26,996 

855,336 

127,000 

618,439 

68,000 

144,660 

503,095 

60,000 

351.106 
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Table 1 (continued) 


States and Territories 

Cities 

1940 

1950 


458,832 
82,476 
19,BIS 
16,699 
224,063 
1,619,338 
71,720 
418,210 
96,862 
565,437 

716,029 
160,000 
SB,000 
118,216 
282,495 
2,057,175 
123,868 
515,256 
165,899 
664,394 










TOTAL POPULATION. 

19,763,000 

25,368,000 


Estimated 1952 Total Population 


26,922,000 


* Cities where Sears has stores. 

Sources: UN Monthly Bulletin of Statistics, June 1952: Statesman’s Yearbook, 
1951; and Columbia Lippincott Gazetteer of the World, 1952. 


I National Income of Mexico 
for Selected Years 
1932, and 1941-1951 


Year 

(Billion Pesos) 


(Billion Pesos) 

National 

Income 

Real Income 
(1939 = 100) 

Year 

National 

Income 

Real Income 
(1939 = 100) 

1932 

2.3 

3.4 

1946 

19.2 

8.2 

1941 

6.9 

6.5 

1947 

20.3 

8.5 

1942 

8.3 

7.0 

1948 

22.5 

8.9 

1943 

10.5 

7.4 

1949 

25.6 

9.0 

1944 

13.4 

7.4 

1950 

29.8 

— 

1945 

16.0 

8.0 

1951 

35.4 

9.1 


Sources: Figures for 1932, 1941 through 1948, and 1951 from Banco Nacional de 
Mexico, S. A.; for 1949 and 1950 from International Financial Statistics, Inter¬ 
national Monetary Fund. Vol. Y, April 1952. 
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I National Income of Mexico 
by Industrial Origin 
1930 , 1940 , 1948 


(Billion Pesos) 


Origin 

1930* 

1940* 

1948** 

1948 

Percentages 

Agriculture. 

.325 

.548 

3.200 

14.0 

Cattle. 

.206 

.344 

.990 

4.3 

Fishing. 

.005 

.031 

.150 

.7 

Forestry. 

.047 

.070 

.300 

1.3 

Mining and metallurgy. 

.356 

'.862 

1.370 

6.0 

Petroleum. 

.071 

.161 

.610 

2.7 

Manufacturing. 

Commerce and finance. 

.315 

1.648 

5.130 

22.5 

.503 

1.420 

5.490 

24.1 

Construction. 

.180 

.435 

1.480 

6.5 

Transportation. 

.130 

.262 

1.010 

4.4 

Government services and public 





works. 

.322 

.556 

1.700 

7.5 

Domestic service. 

.108 

.220 

.650 

2.9 

Professions and entertainment... 

.133 

.245 

.720 

3.2 

TOTAL. 

2.701 

6.802 

22.800 

100.0 


* Estimates of Josud Sdenz in Revista de Economia, Vol. 9, February 28, 1946. 
** From International Financial Statistics, International Monetary Fund. Vol. 
V, April 1962. 
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I Mexican Production 
for Selected Years 
1937-1951 


Year 

Industry 
(1948 = 100) 

Manu¬ 
facturing 
(1948 = 100) 

Mining 
(1948 = 100) 

Agriculture 
(1948 = 100 
FAO Index) 

Electricity 

(Million 

KW- 

Monthly 

Av.) 

Cement 

(Thousand 

Metric 

Tons 

Monthly 

Av.) 

1937 

76 

67 

106 

72 

207 

28.7 

1938 

76 

68 

102 

— 

209 

31.1 

1939 

74 

67 

97 

— 

— 

— 

1940 

74 

67 

96 

— 

— 

— 

1941 

77 

72 

96 

— 

— 

— 

1942 

81 

76 

101 

— 

— 

— 

1943 

85 

81 

102 

— 

— 

— 

1944 

87 

88 

95 

— 

— 

— 

1945 

93 

93 

99 

— 

— 

— 

1946 

96 

103 

84 

90 

— 

— 

1947 

100 

99 

105 

93 

— 

— 

1948 

100 

100 

100 

100 

331 

69.5 

1949 

107 

110 

101 

109 

361 

102.3 

1950 

118 

122 

114 

112 

369 

127.3 

1951 

127 

133 

112 


408 

134.6 


Sources: United Nations Statistical Yearbook, 1951; UN Monthly Bulletin of 
Statistics, June 1952. 
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Table 

I Rateof Exchange 
a I Pesos per U. S. 

1 Dollar 
| End of Year 

Year 


Pesos 

1938.. .. 

1939.. .. 

1940.. . 

1941.. . . 


4.92 

5.52 

4.85 

4.86 

1945.. .. 

1946.. .. 


4.86 

4.86 

4.86 

6.88 

1947.... 
1948 


1949.. .. 

1950.. .. 

1951.. .. 

1952.. . 


8.65 

8.65 

8.65 

8.65 

Source: International Financial Sta¬ 
tistics, International Monetary 
Fund. Vol. VI. March 1953. 


I Investment in 
Industries 
in Mexico 


Year Million Pesos 


1940 . 790.0 

1941 . 980.0 

1942 . 1,050.0 

1943 . 1,180.0 

1944 . 1,560.0 

1945 . 2,040.0 

1946 . 2,970.0 

1947 . 3,160.0 

1948 . 3,476.0 


Source: “Comercio Exterior de 
Mexico 1940-1948,” Banco Na¬ 
tional de Comercio Exterior, 
S. A., Editorial Cultura, T.G., 
S.A., Mexico, D. F., 1949. p. 51. 
‘‘Investment increased more than 
four times over the 1940 figures. 
The value of production of these 
industries reached 2,736.2 million 
pesos and they employed 18% 
more workers than in the 1935-39 
period.” Review of the Economic 
Situation of Mexico, Banco Na¬ 
tional de Mexico, S. A., Febru- 
ary-March 1950. 
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I Increase in Workers and Wages 
by Industries* 

1935-39 and 1948 


1935-1939 


Industry 


Cotton fabrics 
Steel and iron. 

Sugar.. . .- 

Wool fabrics. . 
Beer. 


Workers 

(Thousands) 


Wages 

(Million Pesos) 


42.9 

5.1 

15.7 

6.4 

2.8 


49.9 

7.9 
9.1 
9.1 

4.9 


Workers 

(Thousands) 


51.7 

8.9 


6.9 

4.8 


Rubber products 

Cigarettes. 

Silk fabrics.. 

Glass. 

Cement. 


1.3 

3.0 

3.9 

1.9 

2.0 


.8 

3.2 

4.0 

3.0 

1.4 


2.3 
4.5 

3.4 
2.9 
2.7 


1948 


Wages 

(Million Pesos) 


180.8 

53.9 


30.2 
29.5 

21.3 
19.0 
17.9 
15.1 
15.1 


Paper. .. 
Hosiery. 
Soap 
Shoes. . . 
Matches 


2.6 

4.4 

1.3 

5.3 

2.0 


2.7 

6.4 

1.4 
4.3 

1.8 


3.0 

3.4 

1.5 
3.0 
2.1 


15.0 

12.5 

10.4 

10.4 

9.4 


Wheat. 

Canned products.... 

Vegetable oils. 

Alcohol. 

Biscuits and pastes. .. 


1.9 

1.2 

1.2 

1.1 

1.6 


2.0 

1.2 

.9 

.6 

1.6 


TOTAL 


92.3 


108.8 


3.1 

4.2 
.9 


109.1 


8.8 

8.0 

5.9 


464.0 


* Extractive industries, such as oil and mining, are not included. 

Source: "Comercio Exterior de Mexico 1940-1948,” Banco Nacional de Comercio 
Exterior, S. A., Editorial Cultura, T.G., S.A., Mexico, D. F. f 1949, pp. 55-56. 
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